


Baby in 
long trousers 





Youd think the petroleum industry had long ago 
attained the long trouser stage. But no. Today’s 
newspaper headlines prove that it is still in its 
infancy. 


Look at the new growth already taking place 
in the country’s great oil refineries— 


...in the ever-growing production of 
butadiene, basis of the synthetic rubber 
scheduled to revolutionize a vast market... 
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...in the new fuels of tremendous potency, 

ready to give the wheels and propellers of | Yes, the petroleum industry is but a baby. A giant 
the world almost unlimited scope; fuels | baby embarking on a new life. 

that will help knit continents together... 





Tide Water Associated, a pioneer during the 
...in the development of plastics—the first phase of petroleum’s development, steps 
universally-needed material of the future... toward the next one just as eagerly. 


...in many other new and thrilling fields... For from where we sit, the Fountain of Youth 
with more already being explored. bears a strange resemblance to an oil gusher! 


TIDE WATER ASSOCIATED OIL COMPANY 


New York « Tulsa « San Francisco 


OIL 1S AMMUNITION ~A- USE IT WISELY 


* BACK THE ATTACK —BUY WAR BONDS 
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WARTIME 
INVESTMENT 
Strategy 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us 
with a list of 7 securities you 
own. We'll tell you whether 
our strategy is to Hold or 
Switch. No cost or obligation. 
Write Dept. M11. 


BABSON’S REPORTS, INC. 


Babson Park, Mass. 














PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 112 


A cash dividend declared by the Board 
of Directors on December 15, 1943, 
for the fourth quarter of the year 
1943, equal to 2% of its par value, 
will be paid upon the Common Capital 
Stock of this Company by check on 
January 15, 1944, to shareholders of 
record at the close of business on De- 
cember 30, 1943. The Transfer Books 
will not be closed. 

E. J. Beckett, Treasurer 








San Francisco, California 

















Attention 
Treasurers ! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 

What better audiences could 
you possibly find to place your 
dividend notices before, 

This is an inexpensive way te 

build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 
” Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 

Circulation analysis on request. 


Address—Advertising Department 
90 Broad Street New Yerk, N. Y. 
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“Cocktails” for the Axis 


VERY time an 8-inch howitzer barks, 
a gallon of war alcohol is consumed. 
Every two shots from a 155 millimeter 
howitzer, aimed and fired in the direction 
of our enemies, require a gallon of war 
alcohol in the gun powder. And the 3-inch 
anti-aircraft gun needs a gallon of this same 
precious war alcohol for every four shots. 
But we are used to bigger figures nowadays, 
and here they are: 


The beverage distillers produced about 
230,000,000 gallons of alcohol for war pur- 
poses in 1943. And since about a quarter of 
a pound of alcohol is used in making a 
pound of smokeless powder, simple arith- 
metic informs us that this amount is 
sufficient to make approximately three 
billion two hundred eighty-five million 
pounds of smokeless powder. 


To make one 16 x 600 tire of synthetic 
rubber, 5!4 gallons of alcohol are required. 
So the amount of alcohol the beverage dis- 
tilleries will produce this year, could make 
more than 41,000,000 synthetic rubber tires. 


Now you will understand why the Dis- 
tilling Industry discontinued making bever- 
ages when the emergency arose, and is now 
wholeheartedly devoting all of its distilling 
facilities 24 hours a day, 7 days a week ... 
to hasten the day when we can resume our 
normal peacetime pursuits. 


How fortunate the nation is that this in- 
dustry was on hand, because of Repeal, so 
that its facilities could be converted, liter- 
ally overnight, to making alcohol for war 
purposes. Had the present world cat- 
astrophe occurred during the late, lamen- 
table prohibition period, the plaintive cry 
of “too little and too late” would have been 
plainly audible over the length and breadth 
of our country. 


So please, if you cannot get your favorite 
product just when you want it, or as often 
as you would like it, remember that not a 
drop of whiskey has been made by any legal 
American distillery since last October, 1942. 


We have tried our best to distribute our 
stocks—made in peacetime—equitably to 
our distributors; they have tried their best 
to do likewise to their trade—the retailers. 
“Cocktails” for the Axis come first these 
days—and no rationing. 


So, make what you do get last longer, 
and please remember it was made in peace- 
time. And no compromise has been made 
with quality. Qualitatively, the product of 
a good distillery is the same. Quantitatively, 
it is less. A much simpler way of saying 
this is: it’s just as good, but there isn’t so 
much of it. Greater appreciation always- 
when it’s hard to get. Agree? 


SCHENLEY DISTILLERS CORPORATION 
NEW YORK, N. Y. 
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Keeping High Lines HOT 





¢ In recent years, while the cost 
of living has increased, the aver- 
age price of household electric- 
ity has decreased. Compared 
with fifteen years ago, the aver- 
age American family now gets 
about twice as much electricity 
for its money—and enjoys bet- 
ter light, more electric servants. 


when the Weather is NOT / 
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Hene’s how they patrol electric 
power lines out in the Northwest, 
when the snow piles up and the 
mercury plunges down. 


This novel ski-mobile is driven by 
a motorcycle engine and spiked 
caterpillar treads. It will do 35-40 
miles an hour on the level —if 
there’s any level! 


Maybe snow and ice never en- 
danger electric service in your 
neighborhood. But the ingenuity, 
skill and courage with which these 
linemen keep current flowing are 
typical of the way electric company 
men everywhere meet other emer- 
gencies, including the greatest 
emergency — WAR. 


DON’T WASTE ELECTRICITY JUST BECAUSE IT ISN’T RATIONED! 
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Under America’s system of free- 
dom of enterprise, the business- 
managed electric companies pro- 
vide over 80% of the nation’s vast 
power supply. 

Without subsidies or tax conces- 
sions, these companies have met 
every war demand for power and 
every essential civilian need. 
¢ Hear “Report TO THE NATION,” out- 
standing news program of the week, every 


Tuesday evening, 9:30, EW.T., Columbia 
Broadcasting System. 





THIS PAGE SPONSORED BY A GROUP OF 148 


ELECTRIC LIGHT and 
POWER COMPANIES* 


SELF-SUPPORTING, TAX-PAYING BUSINESSES 


* Names on request from this magazine 
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The Trend of Events 


MORE OF THE SAME... Another labor crisis has been 
resolved—through means quite familiar by now. In the 
case of the railroad unions, those which accepted Mr. 
Roosevelt's personal arbitration were offered wage 
awards which went beyond both the original findings of 
the emergency board and the recommendations of Mr. 
Vinson. When the roads were technically and temporari- 
ly “taken over” by the Government, the other unions 
withdrew their strike call and presumably will get equal 
or similar wage awards. In the case of the brief steel 
strike, the “remedy” was the President’s promise that any 
wage award would be retroactive, thus forcing the War 
Labor Board to reverse itself. 

The prestige of the Board, never too high, was virtual- 
ly wrecked when the Administration—acting through 
ickes and in circumvention of the Board—gave John L. 
Lewis the greater part of his wage demands while the 
coal miners were on strike. The net effect of the Govern- 
ment’s labor policy has been to assure union leaders that 
they incur no risk in striking or threatening to strike, 
that they can safely ignore the War Labor Board, that 
on a show-down they can obtain the President’s personal 
intervention, and that they stand an excellent chance of 
having their demands met at least in goodly part. 

Since what is sauce for the goose is sauce for the gan- 
der, you can be sure that settlements of this kind are but 
preludes to additional “crises”. ‘There are many other 
unions yet to be heard from—with the aircraft workers 
probably next in line. 

It is deplorable that the “no strike” pledge has proved 
meaningless, that the “Little Steel” stabilization formula 
is now virtually a myth, and that our over-burdened 
President must personally handle each recurring crisis 
on the labor front. But since at this late stage of the 


war there appears to be very little chance that Congress 
will adopt a compulsory national service law—especially 
since the President himself has not asked for such a law— 
is there any practical remedy available? If so, this pub- 
lication does not know what it could be. 

Perhaps one can take a bit of comfort in the fact that 
the wage concessions promise to be moderate, rather than 
inordinate; and in the thought they very likely represent 
organized labor’s last fling in war-time wage inflation. 
Whether the strategy of getting wage rates as high as 
possible before the post-war slump in employment be- 
gins will in the long run strengthen the position of the 
unions remains to be seen. The eventual political reac- 
tion, born out of public resentment, is yet to be reckoned 
with. 


LESS LEND-LEASE .. . Critics of the Administration 
who have assumed that the lend-lease program would 
function for an indefinite time as a kind of profligate 
Santa Claus to the world—at endless expense to American 
laxpayers—will probably be surprised to note the cur- 
rent shifts in policy. ‘These represent a beginning—of 
course, modest in scope but nevertheless a beginning— 
of the transfer of foreign trade back to private commer- 
cial channels. 

No longer will French North Africa receive lend-lease 
aid. The French National Committee, according to ap- 
parently authentic Washington reports, has agreed hence- 
forth to pay cash for all imports from us, presumably out 
of French gold already in safekeeping here. It is further 
reported that lend-lease aid to the Middle East probably 
will be terminated soon. The region offers eventual op- 
portunity for a fair amount of private trade. Its imports 
of cotton goods alone in many pre-war years ran to $160,- 
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000,000 or more, though not all from the United States. 

It is understood that British Empire countries will 
switch from lend-lease to cash payments — handled 
through private commerce—on the following: machine 
tools; “projects of a permanent nature”; industrial equip- 
ment; petroleum refining equipment excepting certain 
lesser items for direct military uses; portable pneumatic 
and electric tools. 

At present lend-lease shipments amount to about $1,- 
000,000,000 a month and make up some 80 per cent of 
our foreign trade. In relation to our total war expendi- 
ture, the amount does not look so huge. What have we 
got to show for it? Just this: more and more effective 
blows against the Germans by our Allies, to which lend- 
lease has been a vital contribution. To be bald about it, 
we will win this war by killing Germans. If Russians 
and Englishmen and others kill Germans with some lend- 
lease equipment, the “cost” is no more to be quibbled 
about than the cost of equipping our own soldiers. Judg- 
ing by what is happening on the Eastern front, lend- 
lease aid to Russia has in particular paid spectacular 
dividends. 


THE SURPLUSES ARE COMING ... In a capitalist 
economy a sellers’ market is an abnormality, never last- 
ing more than briefly except in time of war. The present 
shortage period will no doubt extend somewhat beyond 
the war. How many months it will last after the defeat 
of Germany is conjectural. But we wonder whether those 
who predict that peace—and the relaxation of price con- 
trols—will touch off a roaring inflation have sufficiently 
taken into account two very realistic considerations. 

One is the certainty of vast stocks of surplus materials 
and goods in the hands of the Government. Against a 
$7 billion total of such stuff to be disposed of after the 
last war, it may well be $30 billion to $50 billion this 
time. In relatively small but increasing amounts, a great 
variety of surplus military materials and equipment is 
already being offered for sale. This could assume quite 
formidable proportions before 1944 is ended, assuming 
collapse of Germany within a matter of months. 

The second consideration is the enormous productivity 
of manufacturing industry, as demonstrated in war pro- 
duction. Even though man-hours of work be greatly re- 
duced, we have a notion that industry can and will catch 
up with accumulated demands more quickly than some 
imagine; and also that the speed of reconstruction of 
Furopean manufacturing facilities may be quite start- 
ling. It is nice to contemplate a post-transition “catch- 
ing up” boom of possibly several years duration—but 
what after that? You may say this is looking too far 
ahead. We don’t think so. The future of our private 
enterprise system will be at stake. A boom founded on 
temporary accumulation of abnormal demand is not the 
answer to our basic problem of how to maintain a high 
and stable level of employment and national income as 
a regular continuing thing. If American business men 
forget that in the coming flush of prosperity—and prob- 
able political reaction—it will be at their subsequent 
peril. To solve this problem permanently and effectively 
will take all the wisdom that all the elements of our 
people can bring to bear on it. 


ONE STABILIZING FACTOR ... The public works be- 


ing planned by states, counties and cities will be a very 


important contribution to total economic activity after 
the war. On the one hand, the war-time cessation of such 
building has built up a considerable backlog of urgent 
need. On the other hand, state and local governments in 
the aggregate are in the best financial shape in many 
years. Tax revenues are at high levels and debt reduc- 
tion for some time has substantially exceeded new financ- 
ing. 

Although quite a few states and municipalities have 
set up reserve funds for post-war public works and others 
plan to proceed on a “‘pay-as-we-go” basis, a recent study 
by the Investment Bankers Association reaches the con- 
clusion that a very large amount of new financing will 
nevertheless be forthcoming. No doubt this caa readily 
be accomplished, for, whether or not there is some firm- 
ing of interest rates, the level will necessarily be relative- 
ly low at least for some years to come, due to the Federal 
Government’s money market controls and the necessity 
of handling a huge amount of Treasury refunding oper- 
ations, if not new Federal financing. 

During the last war, financing by states and local gov- 
ernments declined sharply—falling to only $282,000,000 
in 1918; but by 1921 the total had rebounded to $1,383,- 
000,000. We shall see this history repeat, only in a 
bigger way. 


SHIFTS IN REGIONAL INCOME... The war effort 
has brought important regional shifts in population and 
in industrialization. However, there has been some ten- 
dency in public discussion of these changes to exaggerate 
their long-run effects upon our economy and upon con- 
suming markets. An analysis by the Department of Com- 
merce shows that in very striking degree the war-time 
changes in the geographical distribution of the national 
income represent merely a continuation of clearly-de 
fined pre-war trends, although with some intensification. 

During the war period the portion of total national 
income going to the Middle Atlantic and New England 
states has decreased—but it also decreased during the 
decade before the war. The Pacific Coast and the South 
got an increased percentage of the national income dur- 
ing the decade before the war, and have made a further 
gain during the war. There was a time when New Eng- 
land was the industrial heart of the nation. Over the 
decades the industrial “center of gravity” shifted gradu- 
ally to the Middle Atlantic States and then to the Middle 
West. 

Despite the growth of industry in the South and on the 
Pacific Coast, the industrial capacity of the Middle At- 
lantic and mid-West states will no doubt permanently 
dwarf that of other regions; and these areas will retain 
the largest populations and consuming markets. ‘The 
South Atlantic States accounted for 8.22 per cent of the 
national income in 1929, for 10.83 per cent in 1942—an 
important but far from revolutionary change. Cali 
fornia got 6.32 per cent of the income in 1929, 7.66 per 
cent in 1942. The post-war period will certainly bring 
an interruption, if not partial reversal, of these trends. 

Obviously, industries will not have to make any major 
reorganization of sales organizations or marketing ar- 
rangements to meet the regional conditions that the war 
will leave. Provided selling efforts have kept in step 
with the gradual, long-term changes—which no doubt is 
true of the average company doing a national business— 
selling after the war will just be more of the same thing 
so far as American geography is concerned. 
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PEACE IN 19447 MAYBE. 


Up to a few months ago, the possibilities of a peace 
by the end of the year or by Spring of 1944 seemed very 
plausible. 

The Germans had suffered a severe defeat in Russia. 
We had successfully invaded the continent. The fascist 
regime in Italy had collapsed. The German U-boat cam- 
paign in the Atlantic had failed and supplies of men 
and munitions were pouring into Britain and Africa in 
a steady stream. Huge armadas had begun to batter Ger- 
many from the air, destroying important military objec- 
tives and the confidence of the German people. We 
won great diplomatic victories, too, in Moscow and Te- 
heran. Everything pointed to an early defeat of Ger- 
many. 

And yet 1943 has passed without that decisive battle 
which leads to certain peace in the near future. 

There are many factors which have produced this situ- 
ation and they are in a large measure the result of in- 
trigue in the struggle for political and economic domina- 
tion, This has hampered and postponed military move- 
ment in the field to the advantage of the enemy, who, 
recognizing the inevitability of defeat, has concentrated 
his efforts toward winning a negotiated peace, his only 
hope in the face of the demands for unconditional sur- 
render. 

As a result of the delay in the appoint- 
ment of a commander of the Allied in- 
vasion of Europe, the assault on the con- 
t\inent from the West is likely to be held 
up until Spring, for at this time of the 
year the Channel would be too rough 
for the successful landing of large inva- 
sion forces. This is bound to give the 
Germans additional time to prepare 
their defenses and greatly increase the 
cost to us. 

When we consider how much has al- 
ready been spent in blood and treasure 
10 secure a mere foothold on the conti- 
nent, it must be clear that the expendi- 
tures ahead will be on a far greater scale 
for we are facing a desperate enemy. And 
it is, therefore, very alarming to note the 
complacency with which the people of 
this country are viewing this crucial 
scene — their failure to recognize that 
more than ever victory must be won at 
home if we are to win it in the field. It 
is a shocking spectacle to find men strik- 
ing for higher wages when their country 
is at war and our sons are risking their 
lives and their future on the battlefield. 

Although the various governments 
abroad recognize the political aspects of 
the strikes as a part of partisan conniving 
in high places, their people see it as a dis- 
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The battle cry of labor seems to be: “My Country ‘tis of Me!” 


graceful exhibition of inhuman greed and callousness. 
Their contempt for us is undermining their admiration 
for our accomplishments—and their appreciation for our 
aid and assistance. 

The Nazis are employing this situation to the full to 
substantiate their charge that we are materialistic, un- 
disciplined and unprincipled—utterly unfit for leader- 
ship in the coming new world. 

And as if one club was not enough, we hand them an- 
other in the shape of pre-election chicanery that smells 
to high heaven, and they are using it with effect in the 
chancellories of every country to our detriment. Deci- 
sions of both friend and foe alike are withheld pending 
the clarification of the political outcome this year. No 
wonder Turkey hesitates and after realistically appraising 
the situation turns to her old enemy, Bulgaria, for pro- 
tection of her European territory. Weak and poverty 
stricken Spain is showing a new contempt. Axis inspired 
Argentina is enabled to stage a fascist revolt in Bolivia 
and rumor has it that Chile and Peru are likely to follow. 

It is evident that we are heading into a great crisis, in 
which a firm stand will have to be taken against striking 
labor and those selfish interests in high places who put 
their personal ambitions before the country’s interests. 

The nation as a whole is (Please turn to page 380) 
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What's Ahead for the Market 


We would defer purchases and hold a conservative portion of funds in reserve as 
the technical pattern looks uncertain to us and we think impending war events, 
and their relation to 1944 industrial volume, should make for caution at present. 


_2 fe eee ae 


A year ago at this season the 1942-1943 bull market 
was swinging into high gear under the leadership of 
low-price stocks. Ahead of it there proved to be a good 
first half-year, a not so good second half-year. A reversal 
of that sequence in 1944 would not be surprising. At 
any rate the early 1944 market prospects look more than 
a little uncertain to us. 

Although a relatively small minority of individual 
stocks—made up almost entirely of “secondary” issues— 
continue to make new highs in each period of rally in 
the averages, this does not alter the fact that the major 
bull trend (if it still is such) has now been in suspen- 
sion for almost six months. 

The close of 1943 found the Dow industrial average 
approximately 10 points below the mid-year high, al- 
though more than 6 points above the intermediate reac- 
tion low of November 30. The Dow industrial average 
is a “quality” list, moving very closely in line with The 
Magazine of Wall Street’s index of 100 high-price stocks. 
More representative of the actual market, our index of 
273 active stocks closed the year about 13 per cent under 
last summer’s high and about 7 per cent above the No- 
vember reaction low. 

Professional opinion on the significance of the mod- 
erately improved performance of recent weeks varies 
widely. The bull view—and it has quite a few adher- 
ents—is that over the four-month period August-Novem- 
ber the market held up much better than had been gen- 
erally expected; that the degree of resistance shown in- 
dicated an absence of important liquidating pressure; 
that the entire corrective phase probably termiriated No- 
vember 30 at 129.57 in the industrial average; and that 
the December rebound should develop into a sustained 
recovery, eventually carrying the averages above the tops 
of last July. 

That view may be right. Almost anything is possible 
in the stock market. But, right or wrong, it looks to us 
like a happy guess in the-dark. To our eyes, the sum 
total of the technical evidence bearing on both the in- 
termediate trend and the major trend is thus far negative 
at best; and we don’t believe anybody can foresee what 
effect coming crucial events—military, economic and po- 
litical—will have on investment and speculative senti- 
ment over the next few months. 

To date the zig-zag technical pattern of intermediate 
reaction is unbroken, as follows: Rise July 14 to 145.82; 
declined Aug. 2 to 134; rallied Sept. 20 to 141.75; de- 
clined Nov. 30 to 129.57; rallied Dec. 24 to 136.24. These 
are descending “tops” and “bottoms.” Practically all of 
the December rally had been scored in the first one-third 
of the month. For more than three weeks the market 
has been “making a line,” with the Dow industrial aver- 
age confined to approximately a 2 point trading range. 
Over the fortnight Dec. 18-31 this average was un- 
changed; the rail average advanced 26 cents; the utilities 
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declined 10 cents. This is very near a complete standoff. 

Certainly with respect to technical interpretation, the 
burden of proof is on the bulls, since the present rally 
would have to carry above the 141.75 September high to 
change the pattern pointed out in the preceding para- 
graph. Whether it can do so remains to be seen. So 
far as it goes, a tendency toward increasing dullness over 
the past three weeks, with considerable resistance indica- 
ted at the 136 level, is on the dubious side. As the in- 
dustrial average spent most of October within the range 
136-138, there is more resistance probable just overhead. 
If and when that is overcome, there is a technical test at 
140-142, the upper level of last September. 

Finally, even if there is a rally above the September 
high, technical confirmation of a resumption of the 









































120 
| 
10 P 
100 
80 
Vis HIGH GRADE COM. 
60 
10} SPEC. PFDS. 
40 
20 
10} ARMAMENT 
@) a a a a a a en ae oe See 
SWINGS JFMAMJJASOND 
SINCE 
AUG. 1939 








THE MAGAZINE OF WALL STREET 











idoft. 
1, the 
rally 
gh to 
para- 

So 
, over 
idica- 
1e in- 
range 
head. 
est at 


mber 
f the 


REET 














273 STOCKS DOW JONES 


82, WORLD EVENTS AND THE STOCK AVERAGES IN 1943 INDUSTRIAS 
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(1) Roosevelt presents budget of $109 biilions; Casablanca Conference; Tripoli taken by Eighth Army. (2) Germans surrender 
at Stalingrad; we take Gaudalcanal. (3) Allies open push for Tunisia. (4) British-U. S. forces make junction in Tunisia; Roose- 
velt issued “hold the line" anti-inflation order; Russia breaks diplomatic relations with Poland. (5) Germans surrender in Tunisia; 
Government takes over coal mines. (6) French Committee of National Liberation set up; Army coup takes over in Argentine; 
pay-go tax law adopted; Pantelleria falls; U. S. troops land on New Georgia in Solomons. (7) Germans begin doomed major 
offensive on 200-mile front in Russia; we take Sicily; Russians smash German offensive and start their own; Mussolini falls; Ham- 
burg wrecked by "all-out" British bombing. (8) Quebec Conference; Reds take Orel, Belgorod, push on to Kharkov. (9) Inva- 
sion of Italy begins; Smolensk falls. (10) Naples taken; Russians cross Dnieper; Italy re-enters war on our side; Moscow Con- 
ference. (11) Kiev falls to Russians; U. S. elections show strong Republican trend; first mass bombing of Berlin; we take Tarawa 
and Makin in the Gilberts; Cairo and Teheran conference. (12) U. S. troops land on New Britain; Gen. Eisenhower picked to 
lead invasion forces from England; railroads taken over by Government in strike threat; Russians smash German front in Ukraine 
in greatest victory of the war. 











major upward trend would still await penetration of last action under the Nov. 30 low of 129.57 would designate 
July’s highs of 145.82 in the industrials and 38.30 in the the movement since last July as a heat market, rather 
rails. This is Dow Theory reasoning, so far as concerns than an intermediate reaction, in the reasoning of the 
the marker points indicated. For our part, we will re- not inconsiderable numbers of traders and speculative- 
joice in proclaiming it to be a resumed bull market investors who follow Dow Theory or other similar mech- 
when our index of 273 stocks rises confidently above anistic market interpretations—although some will re- 
the previous peak of 89.9—and we are rather strongly quire “confirmation” in the form of decline also in the 
of the opinion that that will not happen until and un-_ rail average under former low of 31,50. 
less our index of 100 low-price stocks reflects a real re- In the event that we should get this “bear market,” our 
surgence of speculation. That may be coming, but cer- own notion is that it would probably prove to be a quite 
tainly is not evident now. On the contrary, the leader- limited one. Indeed, we prefer to think of this some- 
ship of this speculative index on the recent rally—as com- what protracted transitional phase in the market as a 
pared with the high-price stocks—has to date been no- moderately broad “range of indetermination’’—reflecting 
where near as pronounced as it was during most of the investment and speculative uncertainty and caution— 
first half of 1943. On the other hand, the “quality s1ather than try to interpret it in terms of “major” move- 
stocks,” with very rare exceptions, are even more devoid ment in the averages. 
of current technical indications of being ready to “go Since we are inclined to let the averages tell more of 
places.” their own story for a while and since we don’t feel very 
In 42 out of the past 45 years the industrial average opinionated as to what that story may prove to be, we 
showed at least some advance in the week between are reluctant to advance even a tentative projection as 
Christmas and New Year’s Day. Out of the three ex- to what we think would be an outstanding buying level 
ceptions, two—1930 and 1937—were in bear markets. Now in the average. But as this is the season when analysts 
a fourth exception has been added, the week having are expected to “look ahead,” we will oblige by saying 
shown a net decline of 35 cents. These being times when that—as of today, and with the reservation that we will 
virtually no precedent is sacred, we are not inclined to not hesitate to alter our view as prospects clarify—we 
put much significance in the breaking of this one. doubt that the market will rise above the July high at 
On the whole, the technical picture—and the external any time in the first quarter, nor decline below the 120- 
influences affecting investment psychology—seem to us to 122 level in the possible, but uncertain, event that the 
suggest that would-be buyers for major appreciation November low is decisively penetrated. 


will incur little risk of “missing the boat” if purchases We estimate that at this writing the go stocks in the 
are deferred for a while longer—and may have something Dow industrial average are priced at an average of 14.6 
to gain. times average 1943 earnings per share. That obviously is 


Whereas the market has several upside resistance tests not a bargain-level valuation, nor is it extremely high. 
ahead of it before a resumption of major advance can be Supposing there should be a decline to, say, 122, the price- 
“signalled,” it is perhaps interesting to note that a re- earnings ratio would be about (Please turn to page 380) 
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Which Industries Offer 
Best Prospects for 1944? 


BY LAURENCE STERN 


Tora production and employment in the war in- 
dustries are now either at or very close to the peak. This 
means that the level of general business activity can not 
have any significant further rise in 1944. At best, then, 
the prospect could only be for stability at a high level. 
The visible factors at work indicate definitely that this 
is the prospect for the first quarter and suggest that it 
probably is the prospect for the first half of the year. 

But looking ahead to 1944 as a whole, clearly the most 
dynamic potentiality of change that investors must allow 
for is the beginning of an important decline in indus- 
trial activity and employment. The timing of this de- 
cline hinges mainly on unpredictable military events. 
However, even if war in Europe should continue 
throughout the year, it seems probable to the writer that 
second half-year production and trade would be some- 
what under the level of the first half because so many 
types of war output have either already reached the sur- 
plus stage or will have reached it by mid-year. 

Defeat of Germany will inevitably be followed rather 
promptly by cancellations of war orders on a very big 
scale. This would not, of course, imply an over-night 
collapse of industrial activity but a sharp shrinkage 
spread over a period of months. Increased production 
for civilians can only partially mitigate this slump in in- 
dustrial volume in the early “post-Hitler’” months. Un- 
doubtedly the biggest 1944 question marks in the minds 
of investors are when this readjustment will become the 
dominating reality, how far it will go on the deflation- 
ary side, how long it may last. Those questions can not 
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be answered today, since the economic pattern of 1944 
depends so greatly upon whether Germany is beaten this 
spring or next summer or next autumn. The sooner it 
happened, the larger would be the recession in 1944 total 
business, as compared with the present unprecedented 
level. 

It is against these background considerations—as well 
as against war order cut-backs, the present beginnings 
of reconversion and augmented civilian output here and 
there, and selectively mixed prospects for the individual 
industries and companies—that investors and speculators 
are striving to gear their concepts of common stock valu- 
ations as we enter the new year. 

You can be sure that the stock market will have dis- 
counted “the worst”—as represented by transitional de- 
flation of business activity—before it takes full shape; 
though it is open to a very big question whether it has 
already done so, and it is further open to question wheth- 
er first quarter market movements will set a reliable pat- 
tern for the year either as regards general trend or selec- 
tivity. Often the types of stocks in high public favor at 
the start of a year are not those that finish strongest, and 
vice versa. 

At some time during the year, when and if peace in 
Europe becomes a fact instead of an undated and there- 
fore somewhat vague expectation, it is quite possible that 
we shall see one of those radical shifts in investment- 
speculative preferences—with presently depressed ‘‘war 
stocks” in selective demand and over-bulled “peace 
stocks” temporarily eclipsed. In any event a certainty of 
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the year will be divergent developments within the in- 
dustries and divergent market responses thereto. With 
primary emphasis on foreseeable divergents in both short 
term and long term prospects, we herewith present our 
investment appraisals of the major individual industries. 
Aircraft ... There will be a further substantial in- 
crease in dollar volume of business this year, present 
Government projection calling for 26 per cent 1944 ex- 
pansion in physical output—measured by weight—over 
the production level of the fourth quarter of 1943. The 
schedule might be scaled down importantly should the 
war in Europe end this spring or by summer. Even so, 
total 1944 volume most likely would exceed last year’s. 
Therefore, earnings—including optional reserves—are 
likely to better the excellent figures of 1943, since it is 
evident that income and excess profits taxes will not be 
further raised and since contract renegotiation is most 
unlikely to be made “tougher” than it is now (and may, 
indeed, be eased). ‘It is improbable, however, that pres- 
ent high-yield dividends will be increased, as the ap- 
proaching end of the war and of the industry’s drastic 
post-war readjustments put major emphasis on the neces- 
sity of conserving financial strength as far as reasonably 
possible. 

On a long-term basis, post-war volume may well be 
five to ten times greater than in the pre-war year 1939, 
though very far under 1943-1944 levels—but with Gov- 
crnment demand remaining considerably bigger than 
private demand for at least several years and perhaps in- 
definitely (depending on our international relations). 
Thus, well-situated companies may have average post- 
war earnings warranting higher stock prices than now 
prevail—but there are many “ifs” and uncertainties in 
the reckoning, including tax levels, profit margins and 
disposition of the huge amount of plant capacity now 
owned by the Government. Whether the initial adjust- 
ments, including settlement of billions of dollars of con- 
tracts, will be handled in a manner permitting adequate 
maintenance of capital resources, is another of the un- 
certainties now reflected in extremely low market capi- 
talization of current earnings. “These stocks must be con- 
sidered as decidedly speculative. While they may have 
adequately discounted the realities, it will be safer for 
speculative buyers to await the test of how thev stand 
up on the day the war ends in Europe. Issues which we 
rate relatively highest are United Aircraft, Douglas, Sper- 
ry and Bendix. 


Air Transport . . . Earnings this year will probably be 
somewhat under peak levels of 1943 because of reduction 
in mail rates—this change, due to a special provision of 
the tax law, operating to make the companies more 
vulnerable to EPT. There is, of course, a dynamic 
longer-term growth prospect so far as volume is con- 
cerned, which accounts for the exceptional speculative 
popularity of this stock group and its far greater than 
average rise between spring 1942 and last summer. Even 
though currently down 20 per cent from their highs, 
the stocks are far above previous cyclical market highs 
made in 1937. Since they no doubt will continue to 
appeal to the popular imagination, their long-term specu- 
lative potential probably has not been exhausted—but 
they are not cheap on the earnings that can be envisaged 
for a goodly time to come and the industry lacks invest- 
ment status. It will remain under more or less govern- 
mental regulation, will have to invest most of earnings 
—plus new capital—in expansion and will have more 
waste space per plane trip than now when normal com- 
petitive conditions return. Finally, future competitive 
relationships are obscure. Companies now strongest are 
American, Eastern, United and T.W.A. 

Automobiles . . . This will continue to be one of the 
biggest of the “‘war industries” as long as its vast out- 
pouring of airplanes and parts, guns and shells and doz- 
ens of other war items is considered needed by the Gov- 
ernment. Reconversion to regular production—and_ to 
probable manufacture of at least some new products de- 
veloped out of war experience—will be a monumental 
undertaking. The engineering problem is the least of 
it. In terminating war work and unscrambling plants 
in which some of the equipment is Government-owned, 
much advance “paper work” will have to be done by the 
companies and the war procurement agencies. Indeed, 
the timing of reconversion rests mainly with decisions at 
Washington, as is more fully discussed—along with pros- 
pects for the various companies—in a special article be- 
ginning on page 350. Deferred consumer demand after 
the war will be unprecedented, assuring high production 
probably for three to five years, depending upon how the 
industry spaces out its output. Only two stocks, of 
course, merit investment consideration: General Motors 
and Chrysler. Both are far above bargain-counter levels 
and probably will move about in line with the industrial 
average in 1944. The lesser companies, of which we 
like Studebaker and Nash-Kelvinator best, will emerge 
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from the war with improved working capital status and 
facilities; but will be up against the most formidable 
competition, and their prospects are, therefore, specu- 
lative. 

Auto Accessories . . . Throughout the war period this 
group of stocks has performed better than the industrial 
. average, also better than the automobile stocks. This is 
because conversion to war work involved less disruption 
of earnings than for the major motor companies, and 
yielded profits comparing more favorably with best pre- 
war levels. In exceptional instances, current earnings 
are much above pre-war. For the field as a whole, post- 
war prospects are closely tied up with those of the auto- 
mobile makers and thus appear strongly favorable for a 
protracted post-conversion period. Product diversifica- 
tion will be emphasized by many companies. Some will 
have an importantly expanded base of operations and 
earnings due to retention of war-won position in making 
aircraft parts—especially Thompson Products, Bohn 
Aluminum and Bendix. Earnings on war business will 
not change importantly from present good levels in 1944, 
unless and until defeat of Germany brings large can- 
cellations and cut-backs. During the reconversion phase, 
tax “cushions” will probably prevent drastic deflation of 
earnings. Indeed, earningswise, the industry is likely 
to fare better in reconversion than the automobile mak- 
ers, just as it did in conversion. The stocks vary widely 
in quality. Among those of semi-investment quality, all 
offering good yield, are Eaton Manufacturing, Spicer, 
Bower Roller Bearing, Thompson Products, Bohn Alum- 
inum and Borg-Warner. Speculative issues of merit in- 
clude Motor Products, Federal Mogul and Houdaille- 
Hershey “B.” We regard 1944 market potentials as 
about in line with—or perhaps modestly better than—the 
industrial average. 

Building . . . With war-construction rapidly tapering 
off, total volume is far down from year ago levels and 
will no doubt decline further despite some probable 
nearby easing in WPB restrictions on repair work. It is 
improbable that new non-war building will get a “go 
ahead” signal until after the end of the war in Europe, 
and certainly not before there is a much greater easing 
in supply of both labor and materials. The building 


ee 


A train speeding through the night jammed with service men 


332 





materials shares are not cheap on current earnings but 
are holding up well in the market because of persistent 
investment and speculative demand that is based on the 
industry's decidedly promising post-war prospect. The 
latter is so well-defined that, in the event of further 
market unsettlement during the forepart of 1944, these 
stocks may be expected to give a generally good account 
of themselves. 

If economists are correct in the expectation that the 
early post-war readjustment period will be followed by a 
protracted prosperity cycle, no industry is more assured 
of a full measure of participation than building. There 
are much more huge cyclical and secular potentials in 
the volume of housing and public works than any other 
sphere of economic activity. ‘The war-time accumulation 
of deferred building needs is only part of the story. Even 
a partial meeting of basic deficiencies—qualitative as well 
as quantitative—in housing would spell a gigantic volume 
of work for years to come. ‘ 


Building Boom Prospects 


A large volume of needed public construction has ac- 
cumulated in the states and municipalities, especially 
road building and repair, sewage system, airports, schools 
and hospitals, slum clearance projects, etc. Finally, if 
there is need for “pump-priming,” building is the first 
thing that the Federal Government turns to. Of course, 
it takes time to get a building boom under way. Such 
a boom is the sum total of many thousands of individual 
projects, in each of which periods of time ranging from 
weeks to months are spent in advance planning, letting 
contracts, assembling materials, etc. It is believed that 
building can not swing into high gear for about a year 
after all restrictions are removed. Obviously, then, 1944 
is not going to be a good year for the industry. It is 
therefore open to question whether building shares are 
ready for important advance in the first half of the year. 
But whenever the industrial average can resume, or in- 
augurate, a major upward move predicated on confidence 
in post-war and post-transition prosperity, the building 
shares should be prominent in it. The “quality” stocks 
are Johns-Manville, U. S. Gypsum and Minneapolis- 
Honeywell. Other sound issues offering above-average 
longer-term appreciation potentials are Celotex, Mason- 
ite, Flintkote, Rubberoid, Paraffin Companies, American 
Seating, Crane and U. S. Plywood. 

Machinery . . . Prospects for the various branches of 
the machinery industry are mixed both for 1944 and for 
the longer-term. On the whole, backlogs are still very 
large but will show a material decline, as will deliveries, 
during the year because the peak in new orders was seen 
many months ago. The war plants are virtually fully 
equipped. The Naval building program—a large source 
of machinery demand—will be somewhat smaller than in 
1943; and present high schedules for merchant ships 
probably will be scaled down in due time. Machine tool 
volume has already come down sharply from the high 
and will shrink further and sharply this year. Many of 
the companies, however, are making war weapons or 
parts; and in any event any shrinkage in operating prof- 
its for 1944 will be reflected in reduced Federal tax pay- 
ments much more greatly than in reduced net per share. 
Similar to aircraft, post-war machine tool volume will 
be a fraction of the war volume. But, as compared to 
average pre-war volume, it probably will be better than 
the present pessimistic consensus allows for. Full res- 
toration of civilian production will create demands for 
a fair amount of specialized new tools, especially in the 
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motor industry. Exports of tools may be substantial. 
The machine tool stocks look pretty well “sold out.” But 
while the risk element in them may be slight, appreci- 
ation potentials seem well below average for longer- 
term purposes. 

In the field of heavy machinery—as typified by such 
representative stocks as Mesta Machine, United Engi- 
neering & Foundry, Babcock & Wilcox, Link-Belt, Bucy- 
rus-Erie, Worthington Pump, etc.—this year’s volume 
prospects are relatively better than in machine tools. But 
post-war prospects are clouded and certainly do not 
look dynamically bullish. Since this is a “prince and 
pauper” field, no stock in it has investment attributes; 
and the potential for speculative appreciation in 1944 
seems to the writer somewhat below average. 

There will be greater activity in oil well drilling this 
year than last; and also very active oil exploration after 
the war. Whether the ceiling price on oil will be lifted 
to stimulate drilling—as is favored by Oil Administrator 
Ickes but opposed by Stabilization Bosses Vinson and 
Byrnes—remains to be seen. Certainly when price con- 
trols are removed, the supply-demand factors will make 
for higher crude prices and more drilling. Makers of 
oil-well machinery—examples: Dresser Manufacturing, 
National Supply, Byron Jackson—therefore appear to 
have above average near-term and longer-term prospects. 


Favorable Diesel Outlook 


Diesel engine volume for some years after the war will, 

of course, be well under war-time levels but, in the writ- 
er’s view, will make quite favorable comparisons with 
pre-war average business. However, there are very few 
companies which specialize wholly in Diesels. Machine- 
ry makers specializing in demands of consumption in- 
dustries or services have above average post-war prospects 
as regards stability with growth in some instances. One 
of the best is Food Machinery. Others are American 
Laundry Machinery, Compo Shoe Machinery, Interna- 
tional Cigar Machinery, United Shoe Machinery and 
U. S. Hoffman Machinery. 
FE.quipments . . . Although restrictions on farm equip- 
ment production have been eased, they have by no means 
been removed; and the only part of the business that 
is really booming at present is in repair parts. However, 
volume for the year will be substantially higher than in 
1943, while the industry’s war work will be lower. How 
these shifts will affect 1944 earnings is impossible to pre- 
dict with accuracy but, on the whole, the chances appear 
to be that results will not change greatly from excellent 
1943 figures. Post-war prospects, including exports, are 
regarded as good for at least two or three years. From 
a stock market point of view, there are two flies in the 
ointment. First, this group of stocks for many months 
has risen much more greatly than the industrial aver- 
age. Thus, the bright longer-term prospects are by no 
means unrecognized and undiscounted; the reaction risk 
is proportionately increased; and it is open to question 
whether in 1944 the group can continue to outdistance 
the market in anything like the degree it did last year. 
Second, by being an early beneficiary of peace, the in- 
dustry will “use up” a goodly part of its prospective mar- 
ket while still subject to maximum war-time taxes. When 
prevailing price levels of these stocks are taken into ac- 
count—as they must be—the longer-term appreciation po- 
tential seems to the writer, at best, no greater than aver- 
age. 

Rail equipments were analyzed at length in our issue 
of Dec. 25. Suffice it to say here that reconversion has 
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Market Scene 








already begun in a big way, especially for the locomotive 
builders. Earnings prospects for 1944 appear generally 
to be about on a par with 1943. As the yailroads will 
emerge from the war in the best financial status in many 
years and will need considerable equipment—and since 
it is believed that exports will be substantial—the indus- 
try has several excellent years ahead of it. However, it 
is a “prince and pauper” industry and none of the stocks 
is of investment quality. As compared with past cyclical 
highs, the group’s present market position is not ex- 
tremely low nor high. The speculative potential for ap- 
preciation is, in our opinion, somewhat better than 
average. 

Office equipments are analyzed in a special article in 
this issue, beginning on page 354. 

In the electrical equipment industry the year will see 
the beginning of increased production for civilians, al- 
though on only a modest scale in nearby months; while 
war production will be higher than the average of 1943 
but probably a bit under the level attained in the final 
quarter of last year. With peak tax rates tending to can- 
cel out the effects of variations in pre-tax net, the lead- 
ing companies figure to fare about on a par with 1943 
net incomes. Volume in the industry is, of course, in- 
flated; but it will get at least its usual share of total in- 
dustrial volume after the war. Allowing for growth of 
electronics in peace-time applications and for other new- 
er lines, post-war volume should be materially higher 
than the average of the pre-war years 1935-1939. But, 
as compared with the present situation, the biggest com- 
ing expansion in volume and profits must be in the 
consumer goods end of the business; while it is im- 
probable that the post-war period will see any better- 
ment of the present total profits derived from electrical 
capital goods. True, profit margins on the latter may be 
higher than now, and taxes lower; but against this vol- 
ume will be far lower. The leaders in all branches of the 
industry are, of course, General Electric and Westing- 
house. For years their major market movements have 
been pretty closely in line with the industrial average, 
and this probably will continue to be the case. That is, 
on a market price basis, near- (Please turn to page 373) 
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1944 POLITICAL FORECAST 


" 
| No. 1 question in national polli- 


tics is whether President Roosevelt 
will seek renomination. The No. 2 
question, if the answer to the first be 
affirmative, is whether he is likely to be re-elected. 

Only Mr. Roosevelt—and his closest advisers—can know 
the answer to the first question. The rest of us have to 
guess, surmise, put two and two together; and we can't 
even know for sure whether the President has yet made 
up his own mind. Even under normal circumstances it 
is not expedient for a President to reveal his political 
plans months ahead of the nominating convention, l'o 
say “yes” prematurely is impolitic. To say “no” until 
late in the game is to weaken gravely such hold as the 
White House has on Congress. Under war conditions— 
pius the fact that Mr. Roosevelt no longer commands a 
faithful political majority in Congress—it is even more 
out of the question for him openly to state his intentions. 

Therefore the answers | offer to the above questions 
are personal opinions based on observation and judg- 
ment; and it must be emphasized that the biggest im- 
pondcrable—obviously capable of changing the political 
shape of things to come—is the course of the war. It is 
beyond much possibility of doubt that, if the country 
were not at war, Roosevelt could not be re-elected and, 
knowing that, would not seck renomination. His for- 
uterly commanding appeal as standard bearer of the do- 
mestic New Deal is gone. But by happenstance of wai 
he now has an entirely different political appeal which 
as of today appears to command a majority public sup- 
port, if we can judge by the sample polls and other evi- 
dence: his appeal as a thus far highly successful Com- 
mander-in-Chief in the most fateful war this nation has 
ever fought. 
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‘ae: An early collapse of Germany— 
‘ which is possible but which at present 
looks improbable—would be a great 
help to the Republican Party. It 
might alter the presently indicated balance of votes suf- 
ficiently to decide Mr. Roosevelt against renomination, 
which, of course, he can have in any event if he wants 
it, since he has so completely blanketed all other Demo 
crats that his Party has no other possible candidate with 
any chance of election. But the present odds are that 
the war against both Germany and Japan will be in full 
swing as nominating convention time comes; and that 
Roosevelt will in due time come into the open as candi- 
date for a fourth term in the White House. 

For some time Postimaster-General Walker, who suc 
ceeded Farley as chairman of the Demoé¢ratic National 
Committee, has been advocating that the nominating 
conventions be held “late” and that the campaign be 
short, so as to interfere as little as possible with the prose- 
cution of the war. This was the first inferential evidence 
suggesting that fourth term plans had been laid—but 
Walker, as a pro-Roosevelt’ politico, could have 
speaking on his own. 

More recently there has come a bit of much more di 
rect circumstantial evidence from the White House itself. 
This was Mr. Roosevelt's officially confirmed statement 
that he favored dropping the label “New Deal” as now 
outmoded and substituting some other slogan such as, 
perhaps, “Let’s Win the War.” 

As I see it, this can only imply that the President con- 
siders that the label “New Deal,” with its connotations 
of dissension on domestic issues, would be a Democratic 
fiandicap in the 1944 campaign; that to get rid of it 
and emphasize the war and foreign affairs would rob the 
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Republicans of much of their ammunition; and that, as 
of today, he is definitely inclined to seek re-election, 
although, by refraining from making it official, he guards 
against unforeseeable contingencies and reserves the pos- 
sibility of changing his plans without embarrassment. — 

The second question—can Roosevelt be re-elected?—is 
harder to answer than the first. As I write, the election 
is a bit more than ten months away. A lot can happen 
in ten months. Much will depend upon the war situation 
at election time or, if Germany has meanwhile capitula- 
ted, upon the public’s reaction to the indicated character 
of the European peace settlement. Much also will de- 
pend upon the Republican nominee. 

There is a “regular” Republican vote of somewhere 
around 15,000,000 that any Republican nominee can get 
—but it is not enough to elect a President. The balance 
of power in Presidential elections is held by, perhaps, 
some 10,000,000 “independents” without fixed Party alle- 
giance. They weigh the issues and vote for or against 
a nominee as an individual. By 1936 Roosevelt had lost 
some ground with these voters but not much. By 1940 
he had lost more ground with them, but not enough to 
shift the election to Willkie, the most effective Republi- 
can nominee in many years. Since then, still more of 
the “independent” vote has been disaffected, as indicated 
by the Republican sweep in the November Congressional 
and local elections. But is it enough to give the Re- 
publicans easy sailing in electing a President? I doubt it. 

Large numbers of these non-Party voters are irritated, 
disgruntled, resentful or distrustful—and normally they 
would surely “take it out” on the titular head of the 
Party in power, regardless of whether Congress were as 
much, or more, to blame for their irritants as the Presi- 
dent. Some are irritated by the President’s labor poli- 
cies; some by the higher cost of living; some by higher 
taxes; some by the Philadelphia-lawyer complexities of 
trying to do business via baffling forms, questionnaires 
and regulations. Some are just tired of “the same old 
face” in the White House. Some wonder whether Roose- 
velt is sufficiently tough-minded and realistic in dealing 
with Stalin and Churchill, at the same time suspecting 
that the Administration is too “free and easy” in be- 
stowing material blessings abroad and in “buying” for- 
eign good will. 


War and Elections 


But, if the war is still on in Europe, a great many ol 
these people—in my opinion, a sizable majority of them— 
will think long and hard before voting against Roosevelt 
merely for the sake of voting against Roosevelt. No “Old 
Guard” Republican third-rater can bank on them—least 
of all any man of isolationist leanings or with dubious 
qualifications for handling our foreign affairs. This is 
simply to say that there are enough intelligent Ameri 
cans—who put their concept of the national welfare 
above personal irritations—to determine the outcome of 
the 1944 election. To appeal sufficiently to them, the 
Republican candidate will have to be a big and able 
man in the fullest meaning of these words. 

As of today, the Republicans have only two strong 
\ote-getters among Presidential possibilities: Willkie and 
Dewey. The odds appear definitely against Willkie, both 
as to nomination and election. Quite a few Republi- 
can politicos—a mixed company ranging from “‘conser- 
vatives” to the lunatic fringe of isolationists—appear 
more interested in “killing off’ Willkie even than in 
winning the election. But with the general public also 
Willkie has lost some ground since the 1940 election. 
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Some don’t like his silence on “domestic issues” and 
think he is to be criticized for not having supplied the 
“constructive opposition” that the Republican Party in 
Congress has been so inept in providing. Some—not iso- 
lationists either—have come to suspect that he is even less 
“realistic” in foreign policy concepts than is Roosevelt. 


Dewey's Chances 


Dewey is the most effective Republican vote-getter in 
sight. There is a very good chance that a deadlocked 
convention will wind up fairly early in the game by 
nominating him by acclamation. I doubt that he would 
refuse such a nomination, though I credit him with sin- 
cerity in his personal preference to fill out his term as 
Governor of New York and, being still a young man, to 
defer his Presidential ambitions until 1948. If the elec- 
tion were held tomorrow, Dewey would make a strong 
showing—probably better than Willkie did in 1940—but 
my guess is, and the Gallup poll tends to support it, that 
he would fail. But ten months hence the political tide 
may have run further against Roosevelt; the public’s 
irritations may have mounted; the war may be “in the 
bag”; many more voters may be ready for a change fn 
national administration: Therefore, on these possibili- 
ties, I concede Dewey a very real chance of election. 

For a few weeks after last November’s election, the 
Republican politicos were extremely confident and chip- 
per. The “Old Guard” began to feel its oats. Landon 
emerged from an almost complete political obscurity to 
sound off and take soundings. The boys acted as if it 
were certain that almost any Republican could be elected 
President in 1944. There was great glee over the split in 
the Democratic Party. 

Actually, of course, the split between Roosevelt and 
the Southern conservatives in Congress is meaningless 
in terms of the 1944 electoral vote. These gentlemen 
will continue to go their way in legislative matters—but 
an overwhelming majority of their constituents down in 
the Solid South will continue to vote for any white, 
Protestant, Democratic nominee, including Mr. Roose- 
velt if he is (as I think he will be) the 1944 candidate. 

As the weeks have passed it has begun to dawn on the 
more responsible Republican politicos that—for all prac- 
tical political purposes—there is a much worse split in 
their own Party than in the Democratic Party. The 
Party is split wide open on foreign policy right now 
and probably will continue so until the battle is fought 
out in the nominating convention between the “liberal” 
wing as typified in the public mind by Willkie and the 
“Old Guard” element, with its fringe of isolationists 
cohorts. Should the latter by any chance win, Willkie 
scarcely could be expected to campaign for their hand- 
picked candidate and indeed might—! think probably 
would—support Roosevelt. More likely is a prompt com- 
promise on the “middle-of-the-road” Dewey. But that 
would mean that Dewey would have only a few months 
10 heal the wounds, solidify the Party, convince the pub- 
lic that he is not only an able and courageous adminis- 
trator but qualified also to fill Roosevelt’s shoes ade- 
quately in foreign affairs after 1944. 

Another thing to keep in mind is that the recent elec- 
tions may have given a somewhat exaggerated measure 
of the actual Republican swing. Many persons lost their 
voting rights by shifting residence in moving into war 
plant jobs. Many others lost their votes by being in the 
armed services distant from home. It is undeniable 
that, in the aggregate, the Democrats lost more votes 
this way than did the Republicans, since all polls show 
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a bias of the laboring class and the young toward the 
Democratic Party. By November, 1944, a much larger 
percentage of shifted war workers will have resided in 
new communities long enough to qualify for registration 
as voters. The soldier vote may be very. important, since 
it probably would go on balance to Roosevelt, the Com- 
mander-in-Chief; and since it seems unthinkable that 
men and women in the services will be, in effect, disen- 
franchised because of the present wholly inadequate 
State mechanisms for handling absentee votes. I expect 
pressure of public opinion to force Congress to legislate 
on this matter in ample time, setting up effective means 
for citizens in the services to vote under fair by-partisan 
safeguards. 

But with due allowance for the qualifications in the 
preceding paragraph, there can be no doubt that a basic 
shift to Republican control began some time ago and is 
continuing. This is self-evident in the “grass roots” Re- 
publican gains that were recorded locally as early as 1936 
and that have been increased in each subsequent elec- 
tion. Since 1936 there have been hundreds of overturns 
from Democratic to Republican control in municipal and 
county governments. Outside of the Solid South, a ma- 
jority of the states now have Republican governors and 
Republican majorities in the legislatures. The recent 
elections gave the Republicans only slightly less than an 
actual majority in the House of Representatives, and for 
practical purposes these Republicans virtually control 
the House—especially in veto power—whenever they line 
up with anti-Roosevelt Democrats. 

This “grass roots” trend is so clearly defined that I 
venture to predict the House will have a commanding 
Republican slant after next November; and that Re- 
publican representation in the Senate will be very sub- 
stantially increased, though as of today it is questionable 
whether the next election can yield a majority. 

That means that if the Republicans do not “take over” 
the White House in 1944—and, with qualifications, I 
have already said they have a chance—they are virtually 
assured of doing so in 1948. It further means that, even 
if Mr. Roosevelt is re-elected, he will have an opposition 
Congress on his hands much more so than now—a politi- 
cal prospect not too happy even for so resilient and joy- 
ful a fighter and strategist as Roosevelt. 

So it doesn’t make much difference whether the Presi- 
dent succeeds in ditching that “New Deal” label. The 
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A view from Union Station Plaza with Capitol and Senate office building, Washington, D. C. 





New Deal has for some time been dead so far as con- 
cerns new reforms and radical economic experimentation 
and unconcealed hostility to business men. But don’t 
make any mistake about this. The New Deal is stopped 
from plunging ahead, but we are not going back to pre- 
New Deal government and the New Deal reforms will 
not be repealed. We are going to consolidate what the 
New Deal has instituted—or certainly the major part of 
it—and go ahead from there. And private enterprise, 
with or without Roosevelt in the White House, will have 
plenty of chance and opportunity to show its stuff and 
go places when relaxed war demands permit. 

The year 1944 will witness the greatest exhibition of 
bare-knuckle oratorical warfare between Congress and 
the White House that this Nation ever has seen. It al- 
ready is underway. Worst of all, the Republican Party 
has steeped post-war planning in politics. As a matter 
of fact, Republicans in Congress are quarreling with 
their national committee over which shall have the priv: 
ilege of sponsoring the ideas which finally shall have 
GOP benediction. 

There will be food subsidies, but they will bear dif- 
ferent names. Millions of housewives can’t be wong in 
the eyes of either party, and there literally are millions 
of women to whom the grocery and meat bill is a matter 
of first importance. As a matter of simple fact, the food 
stamp plan was a food subsidy. Its basic purpose was to 
remove farm surpluses, and the benefits of such removal 
could only be to bolster farm prices and, incidentally, 
improve the national diet. Those are the purposes of 
the subsidy plan, still far from dead. Farmers liked the 
food stamp idea, dislike the more blunt subsidy. If the 
stamp plan, which formerly extended its benefits only 
to the low-income group, is expanded to general use, 
the agricultural bloc will flop over to its side. 

But, good or bad, food subsidies are in politics and 
the decision Congress will make before 1944 is many 
months old will be predicated upon politics. 

Whether the Administration appointees who have 
carried out the domestic and foreign policies of the 
White House for the past year will continue at the helm 
through 1944 is almost entirely in the choice of Provi- 
dence. But one change through Executive action seems 
indicated. ‘Treasury Secretary Henry Morgenthau, Jr., 
is on his way out and is not expected to carry on through 
1944. Morgenthau has been (Please turn to page 378) 
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The home front is the weakest one in the entire global war and 
unless attitudes change within three months, say Washington topflight 
war agency chiefs, it will be too'late to talk about war--its reali- 
ties will be too clearly before the Nation. 














This time the concern is genuine, though there have been past 
occasions when there was some reason to suspect synthetics. Strikes 
and other labor strife point up a back-of-the-lines breakdown ‘that is 
spreading. 








Emphasis on post-war planning and the departure of many 
dollar-a-year men from Washington to return to their own industries, 
has had the unlooked-for effect of building unfounded optimism. Bomb- 














ES ing successes in Germany, surrender of Italy, the forward march of 





Russia, guerilla uprisings in overrun countries, too, have contrib- 
uted. 





War correspondents returning to Washington from combat theatres report an 
ominous gulf beginning to divide the fighting men from the home front. One who 
took part in the costly Tarawa landing, reports feeling bitter and belief general among 
the armies that they have been let down. 








Military morale agencies don't know how to fight the "aloofness from war" 
(they think the term "complacency" has been misused and overdone.) In 1917-1918, 
one has pointed out, "Over There" was the song on everyone's lips. Today it's 
"Pistol Packing Mama." 














One theory holds that the 20 years between the two wars laid the founda- 
tion for current attitude by accepting without challenge the propaganda that the 
United States shouldn't have entered World War I, was dragged in by the "Muni- 
tions Trust." 














The year ahead holds military promise which, while certain to be costly, 
may create enthusiasms which will place the populace squarely behind its leaders 
in demands that a minority end bickering and get on with the war. 











Washington is told the Red army will pound Germany from the east; Ameri- 
cans and British,aided by French, Italians, Poles and others, will press from the 
South, from Italy and possibly the Balkans; General Eisenhower will lead a great 
Anglo-American Army across the channel. 














The GOP has "put it on the barrel-head"--reduced taxes for all if the re- 
publican party gets the winning votes. So spoke Rep. Harold Knutson of Minnesota, 
minority leader of the tax-laying ways and means committee, expressing the promises 
of his party. 








Dismissing the overtone of the statement as palpably political, Knutson 
nevertheless had his eye on two major fiscal problems. Insured was his party's effort 
to guarantee payment of promised 10 per cent refund of wartime excess profits tax. 
Asked was a formula to prevent dumping of War Bonds at the end of the conflict. 








The Minnesotan professed to see contractors left high and dry after being 
taxed and renegotiated, only to find the refunds missing when needed for recon- 
version. The Treasury shares his apprehension on the bonds. 











War on the congressional front over mixing bullets and ballots, over con- 
fusing civilian and military control of the government still is jammed on the 
"state's rights" issue raised by southern democrats. Interesting sidelight is that 
soldiers of the Confederate States of America voted by mail in 1861-1865. 
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Next shortage to hit the home larder will be that of pork. This warning 
comes in the face of a determined effort by OPA to get surplus pig meat off the 
market, even to the extent of granting a Christmas "pork chop bonus" of five ration 
points. 


There is no inconsistency in that picture. Actually, the surplus must be 
sold or spoiled. When the tonnage now in the meat cases is sold off, there will be a 
sharp drop in the amount moving to market. 

















The pork supply is tied directly to the flow of fluid milk to consumers 
and the former is stepping aside in favor of the latter to the end that rationing 
of milk may be avoided in 1944. The feed situation cannot give hope to both the 
pigsty and the dairy barn, and it will be concentrated on the cows. 














Recent experience in the Pacific theatre may revise war strategy insofar 
as.it relates to use of planes to bomb out fortified positions. Tarawa was subjected 
to the most terrific bombing directed against any area of like size in this war. With the 
average number of hits, results were negligible. 


"Softening" effect of bombs still’ remains potent. The War Department 
doesn't.accept as accurate the report from neutral sources that 1,200,000 German 
citizens are dead or missing as a result of the aerial blitz over Germany, but 
does accept the figure of 7,000,000 Germans bombed out of their homes. 


Farmers who wrung their hands in horror at the prospect of accepting about 
one billion dollars in food subsidies, were less distressed when invited to share 
government disbursements of 3.5 billion dollars to increase war food production. 
That was last year's CCC cost, Judge Marvin Jones reports. ; 
































Soon to be announced is a Senate Committee survey which Senator W.W. Austin 
of Vermont, predicts will prove the need for a national manpower draft. Warren is 
_ co-author of legislation to that end. 


The Senate military affairs committee has completed hearings but is mark- 
ing time pending completion of the study. The bill would authorize the President to 
call for volunteers to fill stated manpower requirements, to draft men if the call 
failed to produce sufficient numbers. 


Core of such a draft is the registration made more than one year ago in 
which the occupational experience and attitudes of men up to 65 years of age were 
recorded. 


Renegotiation of war contracts as of Sept. 30 (the last date of complete 
figures) was on the way toward the five billion dollar figure. This is estimated 
to be 30 per cent more than would be recaptured by application of the tax laws 
standing alone. 



































Prompt renegotiation has almost totally eliminated accusations of war 
profiteering by industry. It has siphoned off money which, left in the hands of in- 
dustry, would have been a temptation to wage boost demands, and to labor trouble. It 
has worked as an anti-inflationary agent. 











Washington is only beginning to realize the tremendous implications of the 
job originally accepted almost lightly and then formalized by creation of the 
United Nations Relief and Rehabilitation Administration. 


UNNRA certainly is far from ready to assume the task should war end sudden- 














ly. But that isn't the real concern. In high positions the question now being 
asked is whether this country ever will be in a position to carry out its huge 
commitments to feed the world. 
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Sound Approach 
To 


Post-War 
Trade 


Stabilization 


BY Hb. Ao KRAUSS 


Puanninc for post-war foreign trade appears to 
have entered a realistic stage. If that means yeering away 
from the conventional, this would find valid cause in 
the simple fact that conditions under which post-war 
foreign trade will have to be carried on at least for some 
time will scarcely resemble anything that ever preceded 
it. The upheavals created by the war, and their impact 
on the international trade structure, need no elaboration; 
they are too obvious. So is the resultant need to proceed 
along different lines on the road back to normality in 
international commerce. In this field, too, the world is 
faced with a transitional period beset with tremendous 
problems, some unprecedented, others immeasurably 
more complex than earlier counterparts. They call for 
new approaches and these are now being explored real- 
istically by those responsible for shaping our future 
course in world trade. One such approach is the idea of 
stockpiling foreign raw materials as an aid to foreign 
trade. 

In itself, this constitutes merely a modified form of 
barter, a form of trade with which we have become 
thoroughly familiar in war-time. At present, through 
the Export-Import Bank and other Government agencies, 
we are carrying on commerce outside the limits of lend- 
lease with almost all United Nations on what amounts to 
an indirect barter basis. However, the real importance 
of the stockpiling idea, as envisaged for the post-war era, 
transcends the merely mechanical aspect of the exchange 
of goods. Expected benefits would actually be threefold. 
It would imply (1) the fostering of export trade by ac- 
cepting large imports of foreign raw materials in return 
for our manufactured goods, (2) replenishing of our war- 
depleted raw materials resources, and (3) an opportunity 
for partial squaring of lend-lease accounts without un- 
settlement of economic and monetary relationships. The 
latter, if practicable, is probably a secondary considera- 
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tion. Point one, according to current official thinking, is 
the paramount aim. 

The main point of departure appears to be a plan for 
inter-related private and public financing of post-war 
exports of our industrial manufactures with the Govern- 
ment’s share being repaid in raw materials from abroad. 
This idea is being advanced on the premise that private 
interests cannot possibly undertake the tremendous task 
of financing the prospective huge exports which we must 
send abroad to aid and expedite reconstruction and pos- 
sibly expansion of foreign industries and without which 
they could not for a long time revert to their former role 
as mutual trade partners so vital for the conduct of nor- 
mal and profitable world trade. The plan would not 
only assure the needed financing but at the same time 
obtain for us great stockpiles of critical raw materials for 
protective purposes. 

The groundwork for such an interchange of goods 
already exists in the Master Lend-Lease Agreement but 
present thinking goes considerably beyond, though re- 
taining the guiding principle of mutual aid. Discussions 
now center around the belief that the United Nations, as 
a matter of self-protection, must continue to adhere to 
this principle. Essentially, this means’ that nothing 
shall be done to burden commerce, that the common 
objective is to promote mutually advantageous economic 
relations and the improvement of world-wide economic 
interchange. The unprecedented problems of post-war 
reconstruction, it is felt, will render inevitable continu- 
ance of this relationship of mutual aid. 

Implications are vast. It should mean the lowering of 
tariff barriers, interdiction of dumping and exchange 
manipulations to gain export advantages. It should also 
mean free access to the world’s resources with the help of 
practical and equitable monetary arrangements. Above 
all, over the shorter term, it would assure that other 
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nations can pay with raw materials for the multitude of 
products they will want, or need, to buy from us to re- 
construct or revitalize their war-worn economies with- 
out piling up big debts or sending unwanted gold, that 
is those which have gold. There are now some $2.5, bil- 
lion worth of foreign-owned gold in this country but 
we ourselves have all the gold we want or can possibly 
use. Moreover, to let this foreign gold bid for scarce 
commodities immediately after the war would certainly 
encourage disorderly price rises. 

There is no desire, either here or abroad, to create once 
more a top-heavy or unwieldy international debt struc- 
ture such as arose after the first world war, with all its 
implications, political and economic. Then huge private 
lending to other nations led to heavy U. S. exports, far 
exceeding imports, leaving us with an impossible trade 
balance in our favor. The net result was the inflow of 
billions of gold, now buried underground, and final debt 
default, leaving us to hold the bag. In short, our foreign 
customers obtained some $15, billion worth of American 
goods and services absolutely free. 

No one wants a repetition of that experience, and we 
certainly are not anxious to amass further billions of 
gold, useless to us. Nor can anyone afford retardation of 
world recovery by failure to evolve workable alternatives. 
One such alternative is the stockpiling program. Its 
attraction lies in its dual benefit; it can be an important 
aid, to foreign trade and at the same time a vehicle for 
replenishing our own resources. 

During this war, we have produced without stint or 
restraint; no nation has been more lavish in expending 
its natural resources. As a consequence, a number of 
vital minerals are approaching exhaustion. In acquiring 
them from abroad in return for our goods, we at once 
keep business humming and safeguard ourselves against 
future emergency needs for these raw materials. 

The scheme, however, raises important questions. To 
be really effective, it obviously would mean large-scale 
purchases. What of the cost, and how to meet the bill? 
Also, what materials should be stockpiled? What coun- 
tries shall supply them? 

The initial, though not the final cost, would naturally 
fall upon the taxpayer unless it should prove feasible to 
re-sell at once the acquired stocks to private interests. 
But it is questionable whether industry would want to 
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These copper wire bars at Westinghouse Electric are used in 


the production of motors and power switches 
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tie up large amounts in reserve stocks, over and above 
normal inventory needs. More likely it would devolve 
upon the Government to do this. As to materials to be 
stockpiled, there are quite a number of which our sup- 
plies are running low or for which we depend on imports 
entirely or primarily. 

Take oil, for instance, of which the country now has a 
12 to 20 year supply of proved reserves. Experts say it 
would be perfectly feasible to acquire large quantities for 
storage underground in oil fields now approaching ex- 
haustion. Others hold this impractical and suggest that 
we acquire title to oil reserves abroad. The latter idea 
now seems to command greater support. Only recently, 
Petroleum Administrator Ickes came out openly with the 
recommendation that it be made part of our official for- 
eign oil policy and stressed the desirability for the Gov- 
ernment to go into the foreign oil business through the 
instrument of the Petroleum Reserves Corporation. On 
the other hand, a report proposing a foreign oil policy 
for the U. S., prepared by the Foreign Operations Com- 
mittee of the Petroleum Administration for War, un- 
equivocally advocates private enterprise. 

The controversy has already produced some sort of a 
crisis. The’ oil industry is accusing Mr. Ickes of attempt- 
ing to put the Government into the oil business, de- 
manded that he lay his cards on the table and insisted 
that the Administration adopt a foreign oil policy based 
on private enterprise and capital backed up by affirma- 
tive diplomatic support abroad. 

This development clearly shows the difficulties in the 
path of the stockpiling idea, as it refers to oil, but opposi- 
tion is by no means confined to the oil industry. Adverse 
criticism also comes from members of Congress represent- 
ing areas which produce some of the minerals likely to 
be acquired abroad such as manganese, chromium, vana- 
dium and others, mostly high-cost deposits exploited 
primarily because of urgent war needs. They argue that 
as a protective measure, it would be far preferable to 
keep high-cost mines in operation at home. However, 
since plans are under way for stockpiling part of our 
excess supply, and perhaps post-war excess production, of 
strategic metals such as copper, lead, zinc, this may offer 
a basis for compromise in respect to the stockpiling of 
the first mentioned minerals chiefly acquired abroad. 
Another and quite valid objection is that large Govern- 
ment stockpiles would depress prices and markets 
for the domestic product, making it impossible 
for high-cost producers to compete but safeguards 
to prevent this are being worked out. 

Quite a number of raw materials are possible 
candidates for stockpiling. Bauxite, now coming 
in huge quantities and most economically from 
Dutch Guiana, might also be imported from 
France, erstwhile large exporter of this raw mate- 
rial for the manufacture of aluminum. With our 
high-grade copper. supply running low, presuma- 
bly lasting no more than about 20 years, we 
might after the war import a larger proportion of 
our needs from Latin America where very sizable 
deposits exist. Tin, all of which is imported, 
comes chiefly from Bolivia and the Dutch East 
Indies. Mercury, from Mexico, Spain and Por- 
tugal. Manganese from Russia, British India, 
Brazil and Cuba. Tungsten from Malaya and 
China.. Vanadium from Russia and Peru. An- 
timony from China and Latin America. Chro- 
mium from Russia and Turkey. Mica from 
India and Brazil. Graphite from Madagascar, 
Quinine from the Dutch East Indies and crude 
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rubber from the Malay States and the East Indies. From 
this list, it is apparent that the buying and stockpiling 
program could be immense, that numerous partners 
could be found to participate in the scheme and that the 
cost might easily run into billions. 

The Government, of course, would not have to defray 
the costs in their entirety. A goodly part, notably rubber, 
quinine, tungsten, chromium and other minerals for 
which we rely mainly on imports, might be absorbed by 
industry which always keeps sizable stocks on hand. In 
the aggregate, these might take up a good deal of total 
imports. Moreover, it must be borne in mind that the 
stockpiling idea is essentially an emergency measure, de- 
signed to get world trade going and aid it through the 
difficult transitional period until it has once more been 
placed on a normal basis. As a supplementary measure, 
private and/or Government loans to foreign nations 
could by no means be entirely dispensed with; the main 
object is to prevent these from reaching a volume where 
they are beyond a country’s ability to repay. 

This in itself is apt to scale down the scope of the 
stockpiling scheme to reasonable proportions. It will be 
further whittled down from a potential grand scale of 
application by using it solely as a supplement to private 
export financing which at the same time should remove 
a good deal of the objections now heard in foreign trade 
quarters. Thus, for instance, were Russia to contract for 
$1 million worth of American machinery and private 
financing could only be obtained for three-quarters of 
that amount, the Government would underwrite the re- 
mainder on a long-term basis which Russia could repay 
in manganese or some other raw material needed by us 
and which it has in abundance. 


Potential Difficulties 


Opposition, of course, might also be encountered 
abroad. Russia, or any other country, might want to 
retain, or simply need urgently herself, all the raw mate- 
rials she can produce to expedite reconstruction. Eng- 
land, for instance, might not want to give up some of 
her oil reserves. Other nations might want to hold on to 
their raw materials, or possibly sell it where a better 
price might be obtained. The price question alone is 
capable of becoming a severe stumbling stone. Thus the 
problems of practical application are by no means few. 

It has been suggested, for example, that England after 
the war supply us free of charge, as an offset against our 
lend-lease aid, large tonnages of crude rubber from the 
Far East and oil from the Middle East. But Britain, 
denuded of most of her foreign investments, will be hav- 
ing a difficult enough time just to earn a living, will be 
in need of all the dollars she can garner through sale of 
goods in order to pay for food to sustain her people, and 
for raw materials to keep her industries running. The 
lend-lease angle thus is at best a dubious one and, as 
previously remarked, would be a windfall rather than 
something to be reckoned with too seriously. 

Russia and China have been mentioned as the most 
promising potential trade partners under the stockpiling 
scheme; in Russia, specifically, the idea is reported to 
have found a receptive ear. Russian needs for American 
machinery and a multitude of manufactures after the 
war are expected to be enormous, and barring shipment 
ot gold or Government loans, both of which may not be 
wholly satisfactory for a variety of reasons, no ready 
means for financing this prospective flood of exports 
appear in sight. Thus it is here where the stockpiling 
idea may find its most suitable testing ground. By apply- 
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A gold miner boring at the Salairsk gold-fields in Russia 


ing it, reconstruction of Russian industry could be enor- 
mously expedited, in turn increasing Russian purchasing 
power and opening up new and additional markets for 
our goods. More particularly, large quantities of our 
huge excess supply of machine tools, already a drug on 
the market, are expected to be exchanged in this fashion. 

China, lacking gold and credit on a strictly economic 
basis, will almost be forced to resort to this means of 
interchange, or rather we will be if ever we are looking 
for profitable development of our China trade. It is 
natural, therefore, that Chinese response to overtures in 
this direction is quite favorable. 

The situation is different with Latin America where 
on the whole, ample dollar exchange is held for normal 
financing needs arising from post-war trade. Still some 
field of application exists, especially if servicing of dollar 
loans were included. But here we are treading on thin 
ice and it might be best to leave this factor out entirely 
for the purpose of this study. The field would widen 
materially, if the scheme were to become a permanent 
part of our foreign trade policy but this is another 
question. 

Thus basic considerations as well as political aspects 
will serve to limit the scope of application even if suita- 
ble mechanics can be worked out to fit individual re- 
quirements. As an alternative to a revival of huge inter- 
government debts or a one-sided flow of gold to our 
shores, the plan has distinct merit and no doubt will be 
put into force in some form, to some extent, to avert 
these. two evils. Much more will be heard of it in the 
months to come; planning is still in the preliminary 
stage. But the very limitations encountered on the sur- 
face, and deeper study may unearth further drawbacks, 
should re-assure those who are only too prone ‘to see 
therein, with some justification, an unwelcome perpetua- 
tion of Government interces- (Please turn to page 377 
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BUSINESS 
INVENTORIES 


Post-War Corporate Financing Needs 


BY H. M. TREMAINE 


A GLANCE at present-day corporate financial struc- 
tures shows that the lessons of the Twenties have been 
well learned. Then, serious difficulties arose in restoring 
a sound balance of the financial structure of American 
business, the aftermath of a rather unbridled expansion- 
ist movement incident to the first world war. Today, 
expansion is infinitely greater but inherently of an en- 
tirely different character, posing different problems in 
many respects. But industry, and we might say Govern- 
ment as well, has learned from the deplorable events of 
the early Twenties with the result that their repetition, 
when world war g is over, is hardly likely. 

There are many salient factors to support this view 
which primarily rests on divergent fundamentals as to 
conditions prevailing during the respective war periods. 
First of all is the fact that the first world war was hardly 
more than a part-time effort compared with the present 
conflict so that the country actually financed normal 
private business and a speculative boom as well while 
the war was in progress. Today’s war requires an all-out 
eflort in every field, including the financial sphere, and 
while in 1918 only about one-fifth of the national pro- 
duction was devoted to war, currently some 70% of out- 
put is required. This quite naturally has greatly mag- 
nified the resultant business financing problems. For- 
tunately, when the war broke out, corporate debt was 
low, especially among the larger enterprises, and the 
relative importance of debt in the financial structure of 
industry had been declining steadily for a number of 
years. Under the stimulus of sharply rising business, 
usset expansion, notably that of current assets, was 
marked. Current debt also rose but by no means pro- 
portionately,. 
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Much of the plant capacity required for the war effort 
had to be newly constructed. While in 1939, the value of 
plant and equipment in manufacturing industries was 
estimated at around $23 billion, almost $20 billion 
worth of new plants for war production was either fin- 
ished or in process of construction towards the end of 
last year. About 80% of this new capacity has been fi- 
nanced by the Government, that is roughly some $15 
billion, the bulk of which serves the production of muni- 
tions, ships, etc. and thus consists to a large degree of 
plants not usable for peace-time work. During world war 
1, the bulk of plant expansion, however modest in com- 
parison, was financed privately or without direct Govern- 
ment participation. 

Then as now, war greatly stimulated the growth of 
trade inventories, at least initially as far as the present 
conflict is concerned. But sharp curtailment of output of 
civilian goods eventually abruptly checked the increase, 
for the current war period, resulting in depletion ot 
stocks in most lines despite price ceilings and rationing. 
When this war ends, shelves especially of retail trade may 
be relatively bare and as a corrollary, liquidity may be 
pronounced while in 1918, shops were well stocked but 
inventory values a good deal more inflated. In manu- 
facturing, there has been a sizable increase in the dollar 
value of inventories but the rate of growth of durable 
goods producers greatly exceeded that of the makers of 
non-durables. The total value of all business inven- 
tories is said to have increased some 50% in the past 
five years but much of that increase, perhaps some 30%, 
reperesents price inflation alone. Relative to a high level 
of peace-time business activity, inventories thus are 
rather subnormal but turnover rates have risen sharply. 
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| prospect of having to finance 





The Government is sharing much of the risk attendant 
to inventory accumulation for war output and in fact fi- 
nanced such accumulations in many instances. Some 
estimate such Government risk in manufacturing indus- 
tries alone perhaps as high as one-fifth of total inventory 


} values. The conclusion is simple: the smaller the private 


risk, the smaller the danger of post-war inventory losses, 
the smaller potential repercussions from forced inventory 
liquidation after the war. This is a feature which marks 
one of the sharpest contrasts from world war 1 con- 
ditions. 

Normally, working capital requirements are met by 
means of short-term bank credit and ordinary mercantile 
credit but both played quite a minor role in supplying 
the huge capital needs arising from quickly ballooning 
war production. Public credit was largely substituted for 
private credit. While short-term bank credit during the 
first three years of the world war 1 period increased some 
39%, it decreased 7% over the same span of the current 
war. Outstanding loans of Federal Reserve member 
banks by June 30, 1943 were only $14.8 billion against 
$26.1 billion at the end of 1929. Thus commercial and 
industrial loans were an insignificant factor in the total 
war-time inflation of bank credit. 

In the early stages of the war, it was notable that cash 
balances of industry grew roughly in proportion of de- 
niand deposits but more recently, the former mounted 
at a substantially greater rate reflecting the sharply ris- 
ing needs for working capital, and, especially in trade, 
progressive liquidation of inventories and _ receivables. 


| Elsewhere, postponement of maintenance and _ replace- 


ment expenditures, accumulations of reserves, accruals 


of tax liabilities and failure or impossibility to re-invest 


retained earnings in other assets also contributed. Pros- 


| pects are that these cash balance gains will not be lost in 


the immediate post-war period, at least not predominant- 
ly so, and this must be regarded as one of the most 
encouraging aspects of the present picture. 

Against this pleasing picture must be held the in- 
cidence of contract termination and reconversion. When 
hostilities cease, it is expected that some 100,000 con- 
tracts involving perhaps be- 


arranging VT credits, especially on the part of smaller 
enterprises, are presumably responsible for this view. 

An important factor in rationalizing plant expansion, 
as far as privately undertaken, was the privilege of amor- 
tization over 5 years or less if the emergency ends sooner. 
Thereby immediate tax relief was made available 
through accelerated depreciation and the expectation 
of lower post-war tax rates has acted as an important in- 
centive for taking advantage of this privilege. In all, 
over $5.5 billion worth of private investments have been 
certified by the Government for accelerated depreciation. 
Important results arise therefrom: (1) when the war ends, 
there will be relatively little inflation in cost structures 
due to plant expansion, in fact the trend is downwards, 
is deflationary. And (2) industry is modernizing and ex- 
panding its plant investment, or a goodly part of it, 
almost entirely out of taxes saved, that is at the expense 
of Government. 

Additionally, the 10% post-war refund of EPT has 
been widely used to retire debt. Debt reduction as a 
whole has been a well-recognized war-time phenomenon. 
Since 1940, long-term debt of industrial enterprises was 
1educed from $6,882 millions to an estimated $6,381 
million in 1942. Coupled with the only modest increase 
in short-term debt (which is rapidly being repaid) this 
development has deep post-war significance. 

So has the fact that experience from the last war led 
to the accumulation of much more liberal reserves 
against post-war contingencies despite the high war-time 
taxes payable on amounts set aside for such purposes. 
A recent report of the Securities and Exchange Commis- 
sion indicates that from 1939 through 1942, American 
industry increased its war and post-war reserves by more 
than 2,800%. Of 250 representative companies in fifty 
basic industrial groups, 146 had set up aggregate reserves 
of $515 million or 2.19% of their total assets. 

The aforementioned summary of salient factors clear- 
ly points up the very marked differences between finan- 
cial practices and fundamentals characterizing the first 
and second world war periods. They mainly arise from 
the vastly greater scope of the present war effort; as to 





tween $60 and $75 billion and 
inventories of some $10 to $15 
billion will be cancelled. The 
sheer number of the contracts 
and the magnitude of the 
sums involved makes the ter- 
mination problem not only 
complicated but time-consum- 
ing as well; thus many manu- 
facturing concerns face the 


ASSETS: 

Cash 

U. S. Govt. securities * 
Receivables, net 
Inventories 


TOTAL CURRENT ASSETS 


Plant and Equipment 
Less Depreciation 
Net Property 


reconversion from working 
capital, liquidity of which is 


largely dependent upon fair Other assets 
and speedy settlement of war TOTAL ASSETS 
contracts. To mitigate the LIABILITIES 


Notes payable 
Accts. payable & accruals 
Reserve for taxes 


risk, VT-loans have been 
made available and some $5.4 
billion of that type of credit 
have already been arranged 
but some quarters feel that 
the termination problem can- 
not be met fully in this man- 
ner and that a new mechanism 
must be provided for settling 
contracts quickly and equit- 
ably. Difficulties reported in 


Deferred liabilities 
Reserves 
Capital & Surplus 


TOTAL LIABILITIES 
WORKING CAPITAL 
Current Ratio 


TOTAL CURRENT LIABILITIES 


COMPOSITE BALANCE SHEET OF EIGHTY MANUFACTURERS OF WAR MATERIALS 


(in Millions of Dollars) 


End of Endof Endof June 30, Change % of 
1940 1941 1942 1943 from 1940 change 
$ 895 $ 677 $ 881 $1,173 +$ 278 + 31% 
185 581 506 571 + 386 + 21% 
548 159 1,242 1,254 + 706 +130% 
1,095 1,443 1,714 1,714 + 619 + 56% 
2,723 3,460 4,343 4,712 +1,989 + 73% 
3,630 3,795 3,850 3,847 + 217 + 6% 
1,761 1,872 2,003 2,104 + 343 + 20% 
1,869 1,923 1,847 1,743 — 15 — 1% 
820 851 903 199 — 21 —2.5% 
5,412 6,234 7,093 7,254 +1,842 + 34% 
49 69 165 53 + 4 + 8% 
638 724 1,220 1,139 + 501 + 78% 
337 811 793 998 + 661 +195 % 
1,024 1,604 2,178 2,190 +1,116 +113% 
266 290 320 283 + 17 + 6% 
220 288 333 419 + 199 + 90% 
3,902 4,052 4,262 4,362 + 460 + 12% 
5412 6934 7,093 7,254 +1842 + 34% 
1,699 1,856 2,165 2,522 + 823 + 48% 
2.66 2.16 1.99 2.15 — 0.51 — 20% 


*Includes tax notes of $513 millions in 1941, $418 millions in 1942and $469 millions in 1943. 
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SPICER MANUFACTURING CORP. 


(in Millions of Dollars) 


1939 1942 
ASSETS: 
Cash $1.39 $7.43 
Tax notes —_—- oe 
Receivables 1.13 6.12 
Inventories 2413 10.29 
Property & Invests. 6.86 15.82 
TOTAL ASSETS 11.51 39.66 
LIABILITIES 
Notes payable (bank) — 1.95 
Accts. payable & accruals 1.01 6.08 
Reserves for taxes 0.30 12.02 
Capital (net) 4.99 4.99 
Short Term debt — 1.80 
Contingency reserve —- 2.50 
Capital surplus 1.54 1.54 
P. & L. Surplus 3.67 8.78 
TOTAL LIABILITIES 11.51 39.66 


Increase Increase 

1943 1939-1942 1939-43 
$6.85 $6.04 $5.46 
10.02 a 10.02 
6.34 4.99 5.21 
10.68 8.16 8.55 
15.09 8.96 8.23 
48.98 28.15 37.47 
50 1.95 50 
11.03 5.07 10.02 
18.36 41-32 18.06 
4.99 —— — 
1.30 1.80 1.30 
1.00 2.50 1.00 
1.54 —— — 
10.26 5.11 6.59 
48.98 28.15 37.47 





financial practices, a good many grow out of the painful 


lessons of the past. 


When the last war ended, financial overextension was 
widespread, especially in inventory holdings, and short 
term business debt in many instances had gone entirely 
too far. With the price collapse in 1921, many commit- 
ments were imperiled and inventories had to be liqui- 
dated as short term debt was called. This led to serious 


losses and subsequent depression. 


Today, in financing the enormous expansion of pro- 
ductive facilities and their subsequent operation, public 
credit has largely replaced private credit. Consequently 
there is virtually no financial overextension and the 
larger corporations in particular are quite liquid. True, 


asset expansion has been very considerable 
but the largest proportion occurred in cur- 
rent rather than fixed assets. ‘The accom- 
panying composite balance sheet of eighty 
manufacturers of war materials is.revealing. 
Though conclusions derived therefrom 
should by no means be generalized, they 
do throw an interesting light on the com- 
position of, and trends in corporate finan- 
cial structures under the impact of war. 
These, as far as larger concerns go, may 
well be called typical; the sample comprises 
corporations with annual sales of over $5 
million. Deviations, sometimes important 
ones, are naturally notable among smaller 
enterprises lacking the resources of their 
bigger brothers but here too, the general 
observations made earlier largely hold good 
though there is no doubt sometimes a much 
smaller gap between asset expansion and 
debt expansion. 

The composite balance sheet shows above 
all the insignificance of the use of bank 
credit in war-time financing as represented 
by the very modest increase of the item 
“notes payable” between 1940 and 1943. 
On the other hand, ordinary mercantile 
credit as represented by “notes payable” 
(though some Government obligations may 
be included therein), and the incidence of 
deferred taxes represented by “accruals” 
took care of a far larger portion of the fi- 
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nancing need. But profits retained from 
earnings furnished the bulk of augmented 
working capital requirements, as demon- 
strated by the very substantial rises in re- 
serves and surplus. Since capital increases 
were infrequent, the increment of the item 
“capital and surplus” occurred largely in 
surplus. 

Equally revealing is the use made of the 
increased working funds. A sizable amount 
was utilized to bolster cash holdings while 
an even greater proportion went into Gov- 
ernment securities principally held against 
future tax liabilities. The biggest increase 
occurred in “receivables” that is funds need- 
ed to finance customers and in the case of 
prime contractors often including sizable 
amounts due from the Government, their 
principal client. Slightly less was required 
to build and maintain adequate inventories 
to assure an uninterrupted flow of supplies 
for current operations. Interestingly, plant 
account, net depreciation, shows an actual 


decline. Prior depreciation, a moderate increase is noted, 


far out of proportion to the tremendous expansion of 


facilities frequently undertaken. But taking advantage 
of the accelerated amortization privilege, this is rapidly 
being written off with the result that the composite show- 
ing of the companies included in our sample reveals 
plant account in mid-1943 actually smaller than in 1940. 

Current assets, it will be noted, grew quickly, increas- 


ingly representing a greater part of total assets, and the 


growth in quick assets, that is current assets minus in- 
ventories, is especially noteworthy. The over-all picture 
given by the composite balance sheet points to an amaz- 
ing degree of self-financing at least as far as current oper- 
ations are concerned though (Please turn to page 369) 





COMPOSITE ABBREVIATED INCOME ACCOUNT OF EIGHTY 
MANUFACTURERS OF WAR MATERIALS 


(in Millions of Dollars) 

















6 mos. 
1940 1941 1942 1943 
Sales $5,545 $7,794 $8,772 $5,847 
Net income before taxes 798 1,303 1,112 7154 
Income and excess profits taxes 295 732 531 
Net income after taxes 503 571 445 223 
Dividends paid 388 418 278 138 
Retained net income 115 153 167 85 
ANALYSIS OF SOURCE AND APPLICATION OF FUNDS 
(Composite of 80 Manufacturers) 
(in Millions of Dollars) 
Principal balance sheet items at end of 1940 
ASSETS: LIABILITIES: 
Current assets $2,723 Current Liabilities $1,024 
Property 2,689 Capital and Surplus 4,388 
Total 5,412 Total 5,412 
Principal balance sheet items at mid-1943 
ASSETS: LIABILITIES: 
Current assets $4,712 Current liabilities $2,190 
Property 2,542 Capital and Surplus 5,064 
Total 7,254 Total 7,254 
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Ten Stack Market Leaders for 1944 


* By THE MAGAZINE OF WALL STREET STAFF * 
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DITOR’S NOTE: The stocks presented here have been selected for potentiality of substantial, and 
above-average, percentage appreciation. For that reason, they are “secondary” stocks rather than widely 
popular investment issues. Though some are speculative, each is believed adequately sound. Special at- 
tention has been paid to post-war prospects and present prices in relation to such prospects. However, since 
we believe further tests of the general market position are not far ahead, we do not advise current purchases 
from this list. Watch the A. T. Miller market analyses in each issue for guidance in timing commitments. 
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UNITED DRUG COMPANY 


BUSINESS: Manufacture of long list of proprietary products, medi- 
cinals, rubber goods, candy and miscellaneous items; with distribution 
obtained in the U. S. and Canada through 521 stores of company- 
owned Liggett and Owl chains, and through some 9,000 independent 
"Rexall" stores. Best known products are "Rexall" and ''Puretest'’ 
proprietaries. 


FINANCIAL POSITION: Important improvement in recent years, with 
working capital currently $31.12 million, of which cash items of $16.23 
million almost cover current liabilities of $16.51 million. Fixed charges 
reduced by recent redemption of $30.24 million 5% debentures and 
issuance therefor of $20 million 15-year 3!/44% debentures and 100,000 
shares of $4.75 preferred stock. First half net was 87 cents a share, 
against 69 cents year ago. 


OUTLOOK: An aggressively able new management is improving op- 
erating methods and financial administration. Company is expected 
to emerge from the war period in a substantially strengthened basic 
position, able to capitalize on the high level of consumer buying power 
indicated for the post-war business expansion period. 


MARKET ACTION: Reflecting fairly wide variations in past earnings, 
stock has above-average volatility. Performance on the market rise 
from Spring 1942 to last July, and on the subsequent reaction, was 
much stronger than the market. 


COMMENT: Recent price, 13% or about 8 times indicated current 
annual earning power. Post-war earnings will rate higher capitalization. 
Unusual resistance to reaction indicate persistent long-pull speculative- 
investment demand. i 


Long-Term Record 


Net Net Dividends 
Sales Income let per per Price 
Year (S$millions) ($millions) Share Share Range 
MRE. Sane vxouie,.’ 88.464 2.065 1.52 0.75 1610-1034 
93.358 1.312 0.97 0.50 16 - 5 
87.867 0.518 0.38 None Ti~- 456 
89.356 1.063 0.79 None 1% 42 
298 1.103 0.82 None 74- 334 
102.460 2.527 1.87 None 6lo- 2% 
121.997 2.391 1.70 None Blg- 410 
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MOTOR PRODUCTS CORPORATION 


BUSINESS: Company normally makes a large variety of automobile 
parts and decorative interior trim for automobile bodies. Parts lines 
include windshield frames, ventilating equipment, instrument panels, 
bumper guards, etc. The concern is also extensively engaged in nickel 
and chromium plating, and the application of imitation wood finishes 
to steel. Most products normally are sold to the automobile industry 
as original equipment and with this outlet suspended for the duration, 
plants have been converted extensively to war work. 

FINANCIAL POSITION: Finances are sound with current assets of 
$17.15 million whereof cash and marketable securities amount to $7.88 
million versus current liabilities of $12.72. For the fiscal year ended 
June 30, 1943, earnings were $1.96 per share; for the September 
quarter, 65c was netted, reflecting further earnings growth. 
OUTLOOK: War work should continue around peak levels. The com- 
pany has sizable orders for bomber turrets and facilities have been 
adjusted to handle this business. Post-war prospects are closely tied 
up with the automobile industry and should be promising in line with 
prospective extended boom business of the latter. 

MARKET ACTION: Reflecting the cyclical nature of the company’s 
business, the stock normally displays about average volatility but re- 
cently showed above average market strength. It presently is 152% 
above its 1942 low and 58% below the 1937 high while our Index is 
90% above and 35% below these points, respectively. 

COMMENT: Recent price—1534. Based on 1943 dividends of $1, the 
stock yields better than 6%. Small reconversion costs and company’s 
diversified position combine to enhance post-war prospects. The issue 
is a promising longer-term speculation which sold as high as 38!/2 in 
1937. 


Long-Term Record 


Net Net Dividends 


Sales Income Net per per Price 

4##Vear (S$millions) (Smillions) Share Share Range** 
. > 17.214 1.372 3.51 -25 4-28 34 
Se.  denkvnanns 20.172 2.147 5.49 5.00 38 4-122 
ee 8.721 d0.619 d1.58 None 2234-104 
Qt a sedasecaxe 11.107 d0.465 d1.19 None 19 -9% 
0 7.715 0.651 1.67 1.00 16 - 8% 
Mac ckvenkence 19.252 0.405 1.04 0.50 12 -5% 
GEE ki - wedoownces 14.560 0.757 1.94 1.00 11 - 6% 

##1941-42 year ended June 30th; 1934-39 year ended Dec. 31. 


#6 mos. ended June 30. 
**1934-36 before 100% stock split-up. 
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BUSINESS: Sharon, a producer of strip steels, has an annual ingot 
capacity of 636,000 tons including 36,000 tons of electric furnace steel. 
Operations are non-integrated; the bulk of pig iron and scrap require- 
ments are purchased. Improvements costing over $2.5 million were 
made during 1940/42. Normally about half of output is sold to the 
automobile industry; other leading customers include manufacturers of 
refrigerators, washing machines, office furniture and stoves. Because 
of a 33% interest in Mullins Mfg. Co., maker of auto parts and other 
steel stampings, a good share of total business is believed to be done 
with that concern. Sharon also sells semi-finished steel to its affiliate, 
Niles Rolling Mill Co., a sheet producer. A 10% interest is held also 
in Pittsburgh Steel Co., maker of wire products and seamless tubes. 


FINANCIAL POSITION: Working capital increased materially in 
recent years and appears quite comfortable, currently amounting to 
some $8.45 million, with cash of $3.22 million fully covering current 
liabilities of $3.19 million. Past earnings were fair but dividends some- 
what irregular reflecting the cyclical nature of the company's business. 
Bank loans of $1.6 million, assumed to finance plant expansion, have 
been scaled down to $900,000, due serially to 1946 and in view of 
current high earnings constitute no burden. Additionally, $5.97 million 
preferred stock are ahead of the small common stock issue, consisting 
of 392,331 no par shares. 


OUTLOOK: Subject to renegotiation, 1943 profits should reach $4 per 
share, after contingency reserves of $1.50, and the $1 dividend should 
be continued. Output will substantially surpass last year's when new 
capacity was unavailable and wider margins are indicated. Increased 
production of electric alloy steel promises further gains. Longer range 
prospects are bright in line with post-war boom prospects in consumer 
durable goods industries. The company has been diversifying its 
markets, thereby strengthening its position generally, but is still essen- 
tially a producer of strip steel in which competition normally is keen. 
Sharon however has the advantage of a relatively low cost structure 
and despite war-time expansion of facilities, there has been virtually 
no inflation of fixed assets. 

MARKET ACTION: Reflecting market classification as a war stock, 
the common in line with other steel equities displayed less than 
average volatility and currently stands some 72% above its 1942 low 
while our Index is 90% above that point. The stock is 67% below the 
1937 high while our Index is 35% below that peak. 

COMMENT: Recent price—1334, compared with the year's high of 
1734. Selling far below book value of $30.28 per share, the stock, 
yielding 7%, appears a promising speculation on the post-war boom 
in consumer durable goods industries. 


Long-Term Record 


Net Sales Netincome Net per Dividends Price 

Year ($millions) ($millions) Share per Share Range 
Seen 11.245 d0.010 d0.03 None 13% 5% 
a ee 15.624 1,009 2.69 None 2534- 
1936... cvcccccces 21.185 1.305 3.04 0.30 32 74-2034 
| ee 20.206 1.345 2.83 1,20 420-15 
Seo 10.505 d0.095 41.01 None 23 -10 
BUDE: 0 sas vcccsvece 16.178 0.255 0.11 None 2134-1014 

DOD. . <0. vcsceess 21,573 1,336 2.65 0.25 16}4- 84 
| ee 31.948 1.633 3.40 1,00 143% 716 

| See 35.780 1.383 2.76 1.00 102 8 

d-Deficit. 
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BUSINESS: Spiegel confines its operations to the mail order field with 


wearing apparel normally accounting for over half of sales. The re- | 


mainder covers a wide range of articles including household furnishings, 
rugs, kitchen and other utensils and appliances, linens and white goods, 
piece goods, radios and musical instruments, tires, sporting goods, 
hardware, jewelry and farm implements. Over 80% of sales are 
made in towns of less than 20,000 population. Operations are con- 
ducted from Chicago but recent establishment of a number of shipping 
points throughout the country should aid sales somewhat by reducing 
customers’ shipping charges. Original established policy of credit and 
installment selling was changed to cash selling early in 1942 because 
of increasingly stringent installment credit requirements under Federal 
Reserve Board rulings. 


FINANCIAL POSITION: Working capital is adequate, amounting to 
$20.20 million, and cash holdings of $4.25 million cover about half of 
current liabilities of $8.13 million. Earlier bank loans of $16 million 
have been scaled down to $5 million; additionally, $10 million preferred 
stock are ahead of the common. The combination of heavy expenses 
and lower sales due to the shift in selling policy to a cash basis is 
delaying profitable operations; sales for the first ten months this year 
were off 37.7% from the corresponding period last year, presaging 
another deficit for 1943. 


OUTLOOK: Demand prospects are favorable but the company is not 
expected to benefit immediately to any great extent since the shift 
in selling policy necessitated a drastic change in selling and operation 
technique, boosting expenses appreciably. Moreover inventories are 
limited, amounting to some $6.91 million against $9.34 last year and 
replacement is difficult with "hard lines" almost impossible to obtain. 
However, the belief is widespread that the concern has now weathered 
its most difficult transition period and is now able to consolidate its 
position, leading up to post-war revival of profitable business. 


MARKET ACTION: Due to the special circumstances affecting the 
company, volatility of the common was above average with the stock 
currently 130% above its 1942 low and 80% below the 1937 high 
while our Index is 90% above and 35% below these points respectively. 


COMMENT: Recent price—534, compared with the year's high of 
8!/,. With operations increasingly stabilized, the stock in view of its 
current great depression has relatively more to gain than any other 
merchandising equity. Thus while highly speculative, appreciation 
prospects are quite good, both on basis of future earnings and past 
market highs. 


Long-Term Record 


Net Sales Netincome Net per Dividends Price 
Year (Smillions) (Smillions) Share Share Range 
) eer 26.242 2.749 14.21* None 76%4-19 * 
. ar 34.011 2.331 8.18* 0.75 84 -4314* 
eee 44.695 3.434 12.53* 5.00 11414-63 * 
| Rr ern 56.117 2.571 1.70 1.00 28%4- 8% 
“See 49.732 1.613 0.91 0.25 15%- 644 
BEND A cciapiverem ee 52.860 1.751 1.02 0.30 164- 84 
 . EE ee 53.477 1.791 . 1,05 0.60 111%. 434 
aren 56.738 1.605 0.91 0.60 Ye 
WU 56:6 0 aes 40.915 1.375 1,43 0.15 4% 2% 

d-Deficit. *Before 5 for1 split-up in 1937. 
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ROYAL TYPEWRITER COMPANY, INC. 
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BUSINESS: Royal is among the three largest typewriter manufacturers, 
making a full line of standard and portable models. The former nor- 
mally make up the bulk of sales but the growth trend in portables has 
been stronger in recent years while demand for standard machines has 
been nearing a replacement: basis. In 1940, the company began manu- 
facture of typewriter ribbons, carbon paper and other business machine 
supplies, for sale under the trade name of Roytype. During 1942, 
operations were largely converted to munitions output, and plant and 
equipment expanded for this purpose. Initially slow, progress on war 
work has been rapid since February and peak volume is believed to 
have been attained now. The company's export potential is considerable 
with pre-war exports accounting for 20% of sales. 


FINANCIAL POSITION: Finances are strong. Reflecting large earn- 
ings, working capital expanded steadily in the past and thus was fully 
adequate to meet conversion needs without outside borrowing. Pres- 
ently, net current assets are $9.89 million with cash and securities of 
$3.83 million, over twice current liabilities of $1.36 million. There is 
no funded debt but preferred stock amounting to $3.76 million is 
ahead of the small common stock issue of 268,618 shares. 


OUTLOOK: Slow conversion to war work and virtual discontinuance of 
normal output resulted in an unexpectedly sharp drop of earnings for 
the last fiscal year ended July 31 to only 23c per share but earnings 
recovery henceforth should be substantial. Backlog of war orders is 
about $15 million and revival of limited typewriter production an early 
prospect. Deferred demand notably for portables is believed large and 
the Roytype division, expanding even now, should enjoy marked growth 
in future years. Seeking to widen share distribution, directors plan 
early listing on the New York Stock Exchange and prior to this have 
proposed a 4 to | split, by a 300% stock dividend. 


MARKET ACTION: Reflecting interrupted earnings growth due to war 
conditions, the stock earlier displayed less than average volatility but 
currently shows marked strength, reaching new highs. It is presently 
122% above its 1942 low and 26% below the 1937 high while our 
en Index is 90% above and 35% below these points, respec- 
tively. 


COMMENT: Recent price—82. On this basis, price after the afore- 
mentioned split-up should be around 20. This is equivalent to about 
10 times average annual earning power of three fiscal years ended July 
31, 1942, when normal production was under way—a low price-earnings 
ratio for a “growth stock of this quality. 


Long-Term Record 


Net Sales# NetIncome Net per Dividends Price 

($millions) ($millions) Share per Share Range 

1,261 0.942 2.53 None 1914-9 
2.158 1.676 26 None 4474-1574 
3.505 2.627 8.80 None 98 19-38% 
11.097 1.707 5.79 4.15 11034-3544 
15.711 1.526 4.70 3.00 719 =-304% 

18.172 1.653 5.17 3.00 71 «+45 

18,781 2.387 7.91 5.00 65 -42 
24.375 2.732 9.19 5.50 5914-4714 
(a) 2.474 * $.23 4.00 57 14-36% 


*Years ending July 31st, except 1934-36 when ending Dec. 31-t. 
#1934-36 is net optg. income. (a) Not reported. 
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BUSINESS: Products of this largest rug and carpet manufacturer com- 
prise a wide diversity of weaves and prices. Plants are located at 
Amsterdam, N. Y. and Thompsonville, Conn., and sales offices scattered 
throughout the country. Output is sold mainly direct to retailers, and 
normally includes Axminsters, sold under the trade names Beauvais and 
Bussorah, and Wiltons, marketed under the Hartford-Saxony trade mark. 
A sabstantial portion of facilities during 1942 was converted to pro- 
duction of military equipment, and by January, 1943, about 80% of 
plant capacity was devoted to such work while manufacture of standard 
products was limited to a small fraction of former production, largely 
due to shortage of carpet wool and Government restrictions on its use. 


FINANCIAL POSITION: Finances are ample with working <apital 
showing a steady uptrend in recent years and currently amounting to 
some $16.75 million or $45 per common. Cash amounts to $1.06 mil- 
lion against current liabilities of $2.27 million. Post-war reserves con- 
sist of $1 million set aside against inventory losses and $270,000 for 
reconversion. $2.64 million 6% preferred stock constitutes the only 
liability ahead of the small common stock issue of 313,609 no par shares. 


OUTLOOK: With margins on military business unsatisfactory, 1943 
profits dropped sharply to only 39c for the first nine months from $3 
last year which makes Bigelow a true "war casualty.” For the entire year, 
earnings will be correspondingly low but the $2 dividend is held 
assured. No improvement appears in sight until revival of normal 
production and with Government demands for military fabrics diminish- 
ing, at least partial revival is an early possibility. Meanwhile demand 
for floor coverings has been piling up and the supply of oriental wools 
is improving, brightening production prospects over the nearer and 
longer term. Post-war planning is well along and within 5 or 6 months 
after reconversion, the company expects to be back to full carpet 
production. There is no serious reconversion problem. 


MARKET ACTION: Reflecting a. somewhat volatile earnings and 
dividend record, past market fluctuations of the stock exceeded the 
average but more recently, despite the current poor showing, the stock 
held quite firm in response to the company's excellent recovery poten- 
tial. The common presently is 102% above its 1942 low and 45% below 
the 1937 high. 


COMMENT: Recent price—38, against the year's high of 39. Yield of 
over 5%, company's well entrenched position and financial strength, 
and excellent post-war prospects combine to give the stock above 
average market possibilities. 


Long-Term Record 


Net Sales Net income Netper Dividends Price 

$millions) ($millions) Share per Share Range 
14,512 0.173 0.05 1.00 40 -19'4 
19.662 0.416 0.82 None 274-1454 
27.058 1.672 4.83 3.00 65 15-23 
29.309 0.562 1.29 3.50 6934-2214 
20.521 d1.491 d5.26 None 2934-17} 
25.038 2 45 1.00 32%4-15' 
27.628 2.075 6.11 3.00 340-14 
39.251 2.044 6.01 4.00 3114-21 
41,511 1,261 3.52 2.00 29 =-18%4 


d-Deficit. 
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BUSINESS: This company operates a chain of 241 stores retailing auto- 
mobile accessories and parts, radios, electrical goods, paints, bicycles, 
sporting goods, hardware, tools and other merchandise, selling alto- 
gether over 10,000 individual items. It also distributes this general 
line at wholesale to some 1600 associated stores, independently owned 
and operated but having the privilege of using the company's name. 
Non-automotive products normally account for somewhat more than one- 
third of total volume. Disappearance of many hard goods because of 
war restrictions has prompted the company to extend lines to furniture, 
luggage and a broad line of wearing apparel. Most stores are 
located in towns of over 50,000 population, scattered in 30 states. They 
are all leased, but rentals including those for the 13 warehouses are 
small in relation to sales, their ratio in 1942 being only 2!%. Install- 
ment sales, started in 1932, remain less than 20% of total volume. 


FINANCIAL POSITION: Finances are strong and extremely liquid, 
reflecting sharp decline of receivables and inventories, with working cap- 
ital about $23.17 million. Cash and equivalent come to $12.26 million, 
almost thrice current liabilities of $4.47 million. A $6 million debenture 
issue represents the only obligation ahead of common of which 751,368 
shares are outstanding. Despite a 20% drop in sales during the first 
ten months of 1943, earnings aided by special tax credits should be 
about $2.75 per share and large cash holdings suggest continuance of 
a minimum dividend of 25c quarterly. 


OUTLOOK: Sales of virtually all lines are severely affected by war- 
time conditions but prospects now are good for a gradual increase in 
civilian production over the nearer term while large pent-up demand 
should vastly stimulate longer range business. Hence recovery 
potentials are substantial. Meanwhile new lines are helping to offset 
the sales decline and the sales disparity is expected to narrow from 
here on, indicating stabilization of earnings around current lower war- 
time levels. Post-war replacement business should be excellent. 


MARKET ACTION: On basis of good and steady earnings in the 
past, the stock's volatility was below average; conversely, recent market 
firmness was above average, reflecting post-war potentials. The com- 
mon is now 137% above its 1942 low while our Index is 90% above 
that point. The stock is narrowly above its 1937 high while our Index is 
some 35% below that peak. 


COMMENT: Recent price—30!/4, only a trifle below the year's high of 
3034 and some 26% below the 1940 high of 40%. Both on price 
and inherent strength, long-term attraction of this equity is obvious. 


Long-Term Record 


Net Sales Netincome Netper *Dividends *Price 
(Smillions) ($millions) Share _— per Share Range 
17.242 1.411 7.20 4.00 5134-12 
19,217 0.867 4.43 3.00 6034-35 
25.716 2.066 8.96 6.25 77. -37%4 
36.911 2.475 3.29 1.20 301%-1414 
36.335 2.087 2.78 1.15 2614-1234 
45.302 3.169 4.22 1.80 3654-2014 
3.902 2.916 3.88 2.00 Ye 
71.042 3.200 4.26 2.00 297-1514 
56,180 2.372 3.16 1.50 20 -1234 





*1934-36 incl. on Class A stock; thereafter on $10 per value common. 
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BUSINESS: This is one of the largest manufacturer of paper board 
containers, principally paraffined cartons used by the food industry. 
Among its customers are many of the leading packing and dairy 
products concerns, and a wide variety of other manufacturers. Cur- 


rently about 90% of sales are going to the food industry and 7% to | 


the tobacco and personal hygiene goods producers. The remainder is 
accounted for by miscellaneous outlets. The company's two plants at 
Kalamazoo, Mich., have four paperboard machines with combined 
daily capacity of 800,000 pounds as well as printing departments and 
cutting presses. Since 1942, the company has felt the general stimulus 
of war activities, operating to the limit of its capacity permitted by 
Government restrictions on the use of paper, and part of machine 
shop facilities were converted to production of airplane parts, tank 
and marine engine parts. 


FINANCIAL POSITION: Cash and working capital is ample, the 
former amounting to $0.79 million, the latter to $2.47 million. A 
debenture issue of one million dollars, sold in. mid-1940 to pay off 
bank debt and provide additional working, capital, was meanwhile 
reduced to $200,000, ahead of maturity dates. Past earnings were 
good, averaging about $2.50 per share, and dividend since 1936 
averaged $1.50. In 1943 nine months net was $1.89 against $1.61 in 
1942 reflecting further earnings growth. 


OUTLOOK: Past extensive research to develop paperboard containers 
to replace metals stood the company in good stead when war re- 
strictions severely limited use of the latter, and the company expects to 
benefit permanently therefrom since many clients will continue their use 
after the war. Meanwhile a high rate of activity is assured since bulk of 
output goes into packaging of essential food products. Price ceilings 
on finished products: and raw materials are at levels which will maintain 
relatively wide profit margins. The constant development of new 
specialized containers should result in better than average sales growth 
in coming years. The highly specialized nature of production tends to 
free the company from the erratic price changes characteristic of the 
paperboard market, an added advantage. 


MARKET ACTION: Reflecting good earnings stability, volatility of 
the stock was below average and latterly, good resistance to market 
pressure is noted. Currently the common is about 72% above its 1942 
low and 17% below the 1937 high while our Index is 90% above and 
35% below these points, respectively. 
COMMENT: Recent price—30, compared with the year's high of 33. 
Reasonably priced, the common has longer-pull attraction because of 
the. company's favorable outlook and good showing in the past. 


Long-Term Record 





Net Sales Netincome Netper Dividends Price 
Year ($millions) ($millions) Share per Share Range 
Sere er 5.903 0.440 1.54 0.70 
Se ee 6.636 0.618 2.15 1.00 
ere 7.494 0.729 2.54 1.80 
eer 8.245 0.804 2.80 1.80 
RS a 7.342 0.585 2.04 1.60 
ES ca baiveabibies 8.490 0.723 2.52 1.30 
. ERAARAARAR AS 10.315 0.813 2.84 1,20 
| a ee 12.842 0.818 2.85 1,25 2334-16} 
ae 13.382 0.737 2.57 1.25 2644-173 
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BUSINESS: The company, formed in 1914, is a leading manufacturer 
of a wide variety of cooking and heating equipment, its products 
including oil, gas, electric and combination ranges, range oil burners, 
portable ovens, oil-burning water heaters and oil-burning heaters. 
Sears Roebuck owns 105,525 shares of the company's stock and in recent 
years has taken a substantial portion of output (38% in 1941}. The 
remainder is sold under the company's own name through nationwide 
offices direct to furniture, hardware, department, general and plumbing 
stores. Through agencies, it also sells in Canada and the British 
Empire. In mid-1942, normal output ceased under Government orders 
and all facilities -were converted to war work with the Government 
providing the necessary machinery and equipment. ; 


FINANCIAL POSITION: Working capital position is strong, net cur- 
rent assets amounting to $4.53 million or over $13 per share, and cash 
of $3.48 million more than covering current liabilities of $2.16 million. 
Earlier debt and preferred stock has been retired, leaving the small 
common stock issue of 345,331 shares full beneficiary of earnings which 
in the past averaged about $3.50 per share. Dividends were liberal, 
averaging about $2.50 per share. 


OUTLOOK: With sales still expanding, 1943 net should approach $2.75 
per share and the $2 dividend is regarded assured. The "unfreezing” 
program for the final quarter of 1943 will permit resumption of pro- 
duction of civilian stoves in limited amounts, affording better margins 
than on war work but it is difficult to predict the company's immediate 
share in this production revival. However, the broad outlook is dis- 
tinctly favorable in view of the large deferred demand existing, and 
the company's connection with Sears Roebuck can be relied upon to 
provide a steady peace-time market. An additional promising field is 
in hopper-type stokers making possible smokeless combustion of 
bituminous coal; their use is rapidly becoming compulsory in air 
pollution conscious communities. 


MARKET ACTION: Reflecting good earnings stability, past volatility 
of the common was somewhat below average but more recently the 
stock outdistanced the market on the upside, discounting good post- 
war potentials. It is presently some 128% above the 1942 low and 
some 41% below the 1937 high. 


COMMENT: Recent price—34!/4, compared with year's high of 36. 
The 6% dividend yield and better than average longer term prospects 
give the common unquestioned speculative-investment appeal. 


Long-Term Record 


Net Sales NetIincome Net per Dividends *Price 
(Smillions) ($millions) Share per Share Range 
6 0.526 7.93 2.00 
8.282 0.883 14.14 2.50 amare 
12.663 1.348 4.02 4.25 5634-45 
12.726 1,247 3.71 3.25 58 14-22 
9.879 0.876 2.59 2.25 3914-1934 
11.924 1,233 3.61 3.00 38 -25 
14.776 1.371 3.99 3.00 3814-2434 
17.986 1.320 3.82 3.00 33 7%-16 14 
11.930 0.841 2.44 2.00 2744-15 


*Listed since November 1936. 
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BUSINESS: This company is a leading producer of castings including 
many basic steel parts used in railway rolling stock construction and 
repair. Miscellaneous castings are supplied also for marine, mining 
and general industrial uses. Most of the company's business ordinarily 
arises from sale of parts used in the construction of new freight and 
passenger cars, and locomotives, with repair replacement parts normally 
accounting for about 25% of the total. Business in industrial castings 
is relatively small but growing, especially in heat-treated steels. Since 
1941, an increasing portion of output consisted of cast armor for tanks 
and other materials for Army and Navy use, and Government-owned 
facilities for production of armor plate are extensive. 


FINANCIAL POSITION: Strong finances have always been main- 
tained, facilitating redemption of preferred stock in 1937. Early in 
1939, stated value of common was reduced from $34.95 per share to 
$20 and goodwill written down to $1. Basic invested capital for tax 
exemption is substantial. Net working capital amounts to $18.21 mil- 
lion, and cash plus securities totalling $34.26 more than covers current 
liabilities of $29.78. For the fiscal year ended Sept. 20, 1943, net per 
share was $2.32 against $2.45 for the preceding period, the decline 
reflecting primarily the impact of heavy taxes on rising sales volume. 


OUTLOOK: The company will be one of the largest suppliers in the 
new program calling for 4,000 locomotives and 50,000 freight cars in 
1944 which should mean a rising proportion of regular business relative 
to war work; the latter now comes to around 70% of the aggregate. 
With deferred demand for railroad equipment large, several years of 
high and profitable activity appear assured after the war and earnings 
then should average materially above current levels, limited by war- 
time taxes and renegotiation, even if volume drops substantially below 
present abnormal peak figures. 


MARKET ACTION: Volatility of the stock is normally about average, 
reflecting the cyclical nature of the company's business but since the 
war, it lagged behind the general market. It is currently about 54% 
above the 1942 low and 65% below the 1937 high while our Index is 
90% above and 35% below these points, respectively. 


COMMENT: Recent price—25!/4 compared with the year's high of 
2934. Yielding 8%, the equity appeals from the standpoint of income 
as well as post-war volume and profit potentials. 


Long-Term Record 


Net Sales Netincome Net per Dividends Price 

($millions)  (Smillions) Share per Share Range 
11,651 0.245 d0.16 None 2614-1014 
11.259 0.116 d0.28 None 2544-12 
23.043 2.953 2.65 1,00 4 -20% 
35.972 3.617 3.05 2.00 7314-224 
12.207 41.750 d1.47 0.25 4034-1554 
18.725 1.368 1.15 None 41 -20 
26.347 2.943 2.43 1.50 334-194 
35.518 2.783 34 2.00 28 14-15% 
67.095 2.906 2.45 2.00 2134-16% 
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General Motors before the war and now 


Investment Audit of 


General Motors and Chrysler 


New factors affecting both the 
leaders and the smaller companies 


BY GEORGE W. 


S Ince the war started there has been a continuous 
truce in one conflict: the “war” for total sales of motor 
vehicles. It was a war in which many casualties had oc- 
curred, a war which has been running for almost half a 
century, with brief truces while World War One and 
World War Two were in progress. The “dead” and 
“wounded” would fill whole pages of books with their 
names, the ones which were on the advertising pages for 
their brief times and then disappeared. Elderly men will 
say, “Nothing like the Simplex has ever been seen since.” 
Who remembers that marvelous car today? Another will 
state, “I made ninety miles an hour in my Winton thirty- 
five years ago.” The younger generation never heard the 
name, and scoffs at the idea that such speeds were pos- 
sible, so long ago. 

The war will be resumed for the motor car retail 
market within a few months after the conflict in Europe 
ends. At first, it is not likely to have any casualties, for 
the greatest demand for passenger cars ever known will 
await them as they roll off of the assembly lines. It is 
expected that prices will be higher than for the same 
models when the war started, and the small makers 
should find almost as ready a market for their products 
for a while as the large ones. 

The motor car industry since 1929 has narrowed down 
to three companies which held about 85% of the market 
in recent years: General Motors, Ford and Chrysler. The 
remainder was spread among half a dozen other com- 
panies, including Packard, Willys, Nash, Hudson and 
Studebaker. In 1929, the Big Three had less than 75% 
of the whole market, and in years before that, a much 
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smaller percentage. When keen competition is again re- 
stored in the motor field, it may be that all of the remain- 
ing independents will have to combiné to be able to 
compete, and five years or so after the war, it would not 
be surprising to find just four companies doing all of the 
motor car business. 

It looks now as if there will be two conversions in the 
motor car industry, a partial one when Germany is de- 
feated, or not long after that happy event, and a complete 
one when the fall of Japan is an accomplished fact. Plans 
for the first conversion of motor car plants from war 
goods to automobiles are being put into effect now. 
Orders for machine tools have been tentatively placed 
with the makers, and they have had such a falling off in 
their business of making machine togls for war work 
that they might be in a position to start making products 
for the motor car trade at once. The auto executives are 
looking about for operating tools, jigs, dies and fixtures; 
the selling field is being scanned; advertising has been 
considered. The War Production Board may soon be 
asked for permission to start setting up some assembly 
lines, where the space is available. If the permission is 
granted, by the end of the first quarter of this year, the 
preparations for car making might be in a position where 
only a few more weeks would be needed to get small 
production started. It had been assumed that a mini- 
mum of six months would be needed after the European 
war is over before the first cars were ready, but these 
signs of active preparation, even before the first sign of 
peace has appeared, may cut down this period of lag 
considerably. 
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Conversion costs will be high, but the leading com- 
panies have set up part of this in their reserves of the 
past two years, and will add greatly to this, probably, in 
the 1943 reconversion funds. President K. T. Keller of 
Chrysler at a Senate committee hearing placed these 
costs at $115,000,000 for Chrysler, of which $25,000,000 
would be for conditioning the plants, $40,000,000 for 
materials, $12,000,000 for developing sales facilities, and 
the balance not specified. 

What will the 1944 models be like? (We believe they 
will be 1944 models, optimistically expecting Germany 
to be beaten before many months have passed.) Each 
and every one of the motor car executives who have dis- 
cussed the question or made public statements, have said, 
“Unchanged from the 1942 models.” There have been 
pictures in newspapers and trade journals of “the car 
of the future,” with plastic bodies (sometimes trans- 
parent ones like that of “Lamarith” made by the Celanese 
Corporation), engines in the rear, and a vast number of 
new gadgets. They would have an ability to travel an 
unbelievable number of miles per gallon. The word 
“future” should be triply underlined, for it seems that 
these radically different cars are not likely to be seen for 
a long time. All kinds of experiments, studying of costs, 
manufacturing problems, durability, practicality and 
other questions will be needed before real innovations 


| are adopted. There have been some vague rumors that 


“one company plans to jump the gun on the trade and 
come out at once with a very different car, which is in 
secret preparation now.” That is greatly to be doubted, 
and a trade authority says, “Such a thing could not be 
kept secret; we all know what the other fellow is doing as 
soon as he starts.” Henry J. Kaiser may talk of his “futur- 
istic’ car to sell for $400 at gasoline stations, but auto- 
mobile men think that if the threat is a real one, it will 
be years in unfolding, also saying, “He will not have 
Government billions to back him through the experi- 
mental stages.” 

One of the remarkable developments in the motor in- 
dustry has been the rise from obscurity to prominence, 
aud then to second place some years and third in others, 
of the Chrysler Corporation. When Maxwell Motors was 
barely able to hold a place in the industry in the early 
1920s, Walter Chrysler took hold of it and put it back on 
its feet, then into increasing production. Maxwell was 
absorbed by the new Chrysler. (How many remember 
the rise from 10 to somewhere over 135 


one-quarter of the General Motors sales and less than a 
quarter (but more than a fifth) in 1930. 

Chrysler was incorporated in 1925, and three years 
later absorbed one of the larger old-line companies, 
Dodge Brothers Motor Car Co.,; continuing to make 
Dodge passenger cars and trucks since then. Its other cars 
are the variously-priced Chrysler, De Soto, and Plymouth. 
General Motors was incorporated in 1916, with some of 
the companies merged to form it having been started 
before 1goo. Its divisions make Chevrolet, Oldsmobile, 
Pontiac, Buick and Cadillac cars. Both companies have 
commercial car and truck production of importance. 
Chrysler has several other business activities, of which 
the most prominent is in air conditioning. General Mo- 
tors is in a number of other lines, including its Frigidaire 
refrigeration and its Diesel engine divisions. Both make 
a large portion of their own parts, but the Fisher Body 
division of General Motors supplies most of the bodies 
needed for the various motor vehicles, whereas Chrysler 
purchases a considerable proportion from outside. 

Since Pearl Harbor, both companies have been engaged 
in war goods production: tanks, guns, airplane engines, 
fittings and body work for airplanes, etc. Chrysler will 
greatly increase this war work soon when the airplane 
engine plant near Chicago is in full production; it is the 
largest plant of its kind in the world, and Ford’s Willow 
Run plant could be put into one of its larger buildings 
and leave space all around. 

In a study of comparative worth between two com- 
panies, it is earnings that count the most. The 1943 
results through the third quarter do not favor Chrysler, 
but there are special considerations which explain rela- 
tively better showing of General Motors, as is also the 
case in comparing 1924 results. In the nine months to 
September 30, 1943, Chrysler reported net income of 
$3-91 a share, but it had over $7 a share of its earnings 
taken for taxes and over $2 for postwar reserves, and the 
net before these two items was about $13 a share. Gen- 
eral Motors in the nine months had $2.35 a share net 
earnings, after about $1.50 a share taxes and 20 cents 
for postwar rehabilitation reserves, or net before taxes 
and contingent reserve of a little over $4 a share. 

In 1942, somewhat the same situation occurred, with 
Chrysler showing up far better before than after the tax 
and contingency deductions. After these items were taken 
out, General Motors had net income of $3.55 per share 





in a few months in the Maxwell stock a 
generation ago?) It took several years to 
get into full swing, and in 1929-1930 
Chrysler was doing only 8% of the total 


MOTOR CAR SALES IN UNITS BY YEARS AND THE RELATIVE 
POSITION OF GENERAL MOTORS AND CHRYSLER. 














: re , Se Total Sales General Motors Chrysle 
business. This increased - and 19: Cars and Trucks Total Percent of Total ’ A of 
and in 1933, this company passed 20% 0 in United States Sales U.S. Total Sales —_— US. Total 
the total for the country and has held it 1o4e not published so euttas 

ea ing this time, General Mo- 5,108,7 2,257,124 44.1% 1,098,130 201% 
eo ee ae 4,692,367  2/025/343 43.2% 11044990 99.3% 
tors went from 33% ' > 1939 3,732,713 1,542,776 41.3% 778,781 20.8% 
of the country in 1929 to above 40% in 493g 2,655,171 1,108,007 41.7% 570,852 21.5% 
pest ee. 1936 AeieaTs 1866389 40.4, 1088329 Sane 

anil ‘ : 616, 866, A% 1,066,229 23.1% 

The comparative figures of the two com- 4938 4119811 1,564,952 38.0% ‘843/599 90.4¢7 
panies are shown in an accompanying 4934 2,869,963 1,128,326 39.9% 598,884  20.9°, 
table. The last two good years in which 1933 1,985,909 802,104 40.4% 451,734 998°, 
no war business was included were 1936 ba Be ee anata bod he, aaneee 15.6% 

a = , ’ ’ ’ , ° ty ’ 1 11.0% 
oa ‘ay. See — ? — png 1930 3,510,178 1,158,293 35.8% 269899 7.7%, 
igures were 40.4’/, Of the total tor the 4999 5,621,715 1,899,267 33.8% 450,543 8.0% 


country and Chrysler 23.1%, and in 1937, 
General Motors had 38.4% and Chrysler 
22.5%. Chrysler sales were well over half 
of those of General Motors in both years, 
whereas in 1929, Chrysler did less than 


Note: The total figures for the United States do not include Canadian sales; those 
of General Motors and Chrysler do, but they are a relatively small part of the U.S. sales 
of these two companies for the years shown. 
Motors are not included in the total. 


Sales of foreign subsidiaries of General 
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on the common in 1942, but there was 71 
cents a share of this as representing a 
write-off of foreign properties which re- 
sulted in a reduction in U. S. taxes for 
1941, and also a recovery in a law suit, so 
that the earned net for General Motors 
for 1942 was $2.84 a share. In that year, 
Chrysler reported $3.57 a share final net, 
but its net before special reserves and Fed- 
eral income taxes was $10.92 a share 
against $4.03 for General Motors on the 


Nash-Kelvinator 
Packard Motor 
Studebaker 
Willys-Overland 


RECENT EARNINGS OF THE SMALLER COMPANIES 


Hudson Motor Car 


*Excluding earnings or losses from sale of assets, also excluding contingent reserves. 


Net Earnings Per Share on Common Stock* 
1941 19 1939 1938 1937 


$2.62 def. $0.85 def. $0.85 def. $2.94 $0.50 
1.06 0.33 def. 0.37 def. 1.82 0.65 
0.28 . 0.05 0.04 def. 0.12 0.21 
1.12 0.96 1.31 def. 0.79 0.37 
0.30 def. 0.50 def. 0.92 def. 0.59 0.17 





same basis. 

In 1941, most of which year was devoted to normal 
business, Chrysler’s final net was $9.22 a share against 
$4.32 on General Motors common, and in the last big 
year in which no part of the business represented war 
orders, Chrysler's net was. $11.66 a share and General 
Motors showed $4.39 on the common, this being for 1937. 

In the ten years from 1933 through 1942, the average 
annual income of the two companies was $8.34 a share 
on Chrysler capital stock and $3.57 a share on General 
Motors. If this average earning power is considered in 
relation to recent prices for the stocks, that price is 9.7 
times such earnings for Chrysler and 14.4 times for Gen- 
eral Motors common. 

In the ten years cited, the best year that General Mo- 
tors had was 1936, with net of $5.36 a share and the poor- 
est was 1933 with $1.73 a share. In 1936, which was also 
its best year, Chrysler reported $14.25 a share, with the 
$2.31 a share of 1934 the poorest in the ten. 

Considering these earnings figures, it would look as if 
Chrysler should be able to do much better in per share 
earnings during periods of general prosperity and liberal 
buying of cars by the public. In the 1938 slump, how- 
ever, Chrysler fell off more in earning power as compared 
with the two preceding years, with $4.00 a share earned 


that year. Net of $2.17 was shown on General Motors 
common. 

The dividend record of both companies has been good. 
Both have paid some dividend in every year since the 
one of incorporation (starting payments in 1917 for 
General Motors and 1926 for Chrysler). The largest pay- 
ments in the past: ten years were $12 a share on Chrysler 
in 1936 and $4.50 for General Motors common the same 
year. he ten-year average—1934-1943 inclusive—was 
$2.85 dividends a share for General Motors common and 
$5.03 for Chrysler. On the recent price, that would mean 
a yield on this average of 5.5°% on General Motors com- 
mon and 6.2% on Chrysler. On the 1943 dividend, the 
yields are 3.9% on General Motors and 3.7% on Chrysler. 
Possibly in view of the deductions made in 1943 and 1942 
from Chrysler earnings, however, the best comparative 
yield basis might be to use the 1941 dividends, the last 
year of full civilian business. On that basis, with recent 
prices used, the yield on General Motors common would 
be 7.3% and on Chrysler would be 7.4%. 

Market price changes have been much greater, propor. 
tionately, on Chrysler than on General Motors common 
stock. From the 1929 high of 9134 for General Motors, 
the subsequent low of 75% represented a drop of 91% 
The 1929 high of Chrysler at 135 was 





COMPARATIVE STATISTICS ON GENERAL MOTORS AND CHRYSLER 


General Motors 
EARNINGS PER SHARE OF COMMON 


followed by a 1932 low of 5, represent 





Nine months to September 30, 1943 $2.35 
Nine months to September 30, 1942 1.76 

Full year 1942 3.55 

Full year 1941 4.32 

Full year 1937 4.39 

Ten year annual average, 1933-1942 incl. 3.57 
BREAKDOWN 1942 REPORT 

Net sales $2,250,548,859 
Income before Federal taxes and special items 186,881,921 
Net per share before Fed. taxes and special items $4.03 
Federal and all other taxes, per share common 5.12 
DIVIDENDS PER COMMON SHARE 

1943 $2.00 
1942 ’ 2.00 
1941 275 

Ten year average, 1934-1943 incl. 2.85 
PRICES ON COMMON High Low 
Range 1943 56 44% 
Range 1942 4454 30 
Range 1941 4814 2854 
Twelve Year range, 1932-1943 incl. 7 15% 
1929 High 9134 
Recent price (used in reading matter) 51% 
ASSETS 

Net current assets on September 30, 1943 $790,958,129 
Net current assets per share of common 9/30/43 $17.89 
Book value per share 9/30/43 24.35 
OUTSTANDING SECURITIES 

Bonds None 

$5 cumulative preferred, no par value, shares 1,835,644 
Common shares 44,888,746* 


par $10 
*Number listed on New York Stock Exchange, as of December 24, 1943. 





ing 96% decline. The next highes| 
Chrysler point of 77 in 1936 on General Motor 
$3.91 common was almost ten times the 1933 

3.34 low, but a recovery to only 84% of the 
ooo 1929 high. Chrysler went to 13834 on 
11.66 its 1936 high, which was almost 2§ 
8.34 times the 1932 low and 102% of thg 

1929 high. Both General Motors and 

$623,655,208 Chrysler had sold at higher levels in 
47,529,013 1936 than in 1937 or since then. Both 
$10.92 stocks made the iowest figures of recen 

e.t4 years in 1938, with General Motors a 

2514, or slightly under one-third of th¢ 
2 1936 high, while Chrysler dropped tq 

6.00 353% in 1938, or a little above one 

5.03 quarter of the 1936 high. The later re 
High Low covery highs were 5634 for General Mo 
85% 675% tors in 1939 and 943% for Chrysler the 
70% 4378 same year. It can be seen from thes 
10850 _" market swings that General Motor 
135 held relatively better in the bear mar 

81 kets but that Chrysler did more in th 
bull markets or recoveries. This ha 

$162,987,217 also been true in the minor swin 

—. which have occurred since 1939. 

; Among the reasons for the wide 
tiie swings in Ghrysler is the difference i 
Mone the floating supply of the two stock 
4,484,375* There are upwards of ten times 
par $5 many shares of General Motors, wi 
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Once the Chrysler Corp. made these cars, but now it's war materiel 


and another large block in the employees hands, but the 
remainder is very widely distributed and the average 
holdings are small. In declining markets, the large hold- 
ings of du Pont do not come on the market and the 
employees group usually is a purchaser. This tends to 
decrease the relative amount pressed for sale at lower 
levels. But on rising markets, the vast number of small 
holders of this stock seem more inclined to sell, from 
what can be judged by observing the innumerable odd- 
lot transactions in the stock. Chrysler, on the other hand, 
does not have such a large single stockholder, nor is there 
such a multitude of holders of from one to ten shares as 
in General Motors. The result is that during weak mar- 
kets, some larger blocks came out, whereas the odd-lot 
sales during rising markets do not tend to increase so 
greatly. There is another factor. Chrysler has only been 
taken up on a fairly large scale by investment trusts in 
recent years. So many of them were founded in 1927 to 
1929, and then General Motors was in almost every port- 
folio, but Chrysler did not have the standing then that 
it acquired since. The total volume of General Mo- 
tors which has been held in investment trust portfolios 
without change since 1929 is probably quite large. 

The balance sheet of General Motors as of September 
30, 1943, showed current assets at $790,958,129 in excess 
of current liabilities. This working capital had increased 
$2g91,000,000 since the end of 1941. Chrysler working 
capital at the end of September, 1943, was $162,987,247, 
an increase of $32,000,000 from the end of 1941. This is 
not as favorable a situation for General Motors as it 
might seem from the larger amount of working capital 
shown in the twenty-one months, as a far greater volume 
of its inventories is in war materials than that of Chrysler, 
which has operated its war business on a basis where 
more of the inventory is carried on Government books 
than on the company’s, and therefore it will not present 
as much of a problem in postwar accounting. Inquiries 
which have been made as to just how much of the raw 
materials which are being used for war work and are on 
hand when hostilities cease, can be used for peace-time 
products brings the reply that most of it will be of value. 
As for partly finished guns, tanks, airplane engines, etc., 
most of such which is in process may have to be scrapped, 
but a large part of the cost will be covered by Govern- 
ment contracts. 

The September go, 1943, working capital of General 
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Motors amounted to $17.89 per share, or about one-third 
of the recent price of the common stock. That of Chrysler 
was $37.45 a share, or about 46% of the recent price, so 
in liquid values back of it, Chrysler is in the stronger 
position. On book values, also, Chrysler is in the stronger 
position, with its September 30, 1943, figure for this item 
at $42.24 a share, or well over half of the recent selling 
price, whereas General Motors common had a book value 
at the end of the third quarter last year of $24.35 a 
share, or below half of the market price of the common 
stock. : 

While net earnings are the leading factor in governing 
dividend payments and market prices, it is of interest to 
state the gross business of the two companies. In 1942, 
General Motors net sales were $2,250,548,859 and for the 
nine months to September 30, 1943, they were $1,503,- 
880,455. Chrysler had $623,655,208 net sales for 1942 but 
surpassed this total with $651,008,540 for the nine 
months to September 30, 1943. The record gross for both 
companies in any previous year had been in 1941, with 
General Motors at $2,436,800,977 that year and Chrysler 
$888,366,410. In 1941, a certain amount of business had 
been for our own and foreign governments. The best 
gross entirely on peace-time goods in any year, even 
exceeding 1929, was in 1937 for both companies, with 
General Motors having $1,606,789,841 that year and 
Chrysler $769,808,340. By looking at net income figures 
above, it can be seen that war business has been far less 
profitable (partly due to higher taxes) than a smaller 
gross has been in peace times. 

Both of these companies have had to finance some of 
their war business by bank loans or borrowing from the 
Government, but such loans have been or will be taken 
care of by the delivery of the finished goods and payment 
for them. No permanent financing or borrowing has 
been necessary and neither company has any fixed obli- 
gations. General Motors has a preferred stock, but 
Chrysler has none. The General Motors preferred con- 
sists Of 1,835,644 shares of $5 cumulative no par value 
stock. It is callable at $120 a share, and on recent prices 
of about 128 has a yield of 3.6%. 

At the end of September last, there were 44,104,340 
shares of General Motors common stock, par value $10, 
outstanding. Through the issuance of stock in acquiring 
the minority interest in Yellow Truck & Coach Manu- 
facturing Co., the outstanding (Please turn to page 371) 
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Office Equipments 





Under Reconversion 
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An International Business Machine 








Tue office equipment stocks comprise a decidedly di- 
verse group of companies. Even among those companies 
which receive rentals for their products, thus stabilizing 
income, there is a wide range between the highly suc- 
cessful International Business Machines (selling at 18% 
times earnings), Pitney Bowes, a moderately successful 
company with stable earnings, and ‘Telautograph Corp., 
which entered a declining trend in the 1930’s (now 
checked by war earnings). Some companies show ex- 
cellent growth (accelerated recently by munitions con- 
tracts) while others have almost stood still. Yields offer 
a wide range—from 3% on Royal Typewriter to 9% on 
General Fireproofing. Of the thirteen companies listed 
in the accompanying table, eight are listed on the Big 
Board, three are traded on the Curb, one (Marchant) 
on the San Francisco Exchange, and one (Dictaphone) 
over-counter. 

There has recently been renewed market interest in 
the equipment stocks—particularly rail equipments, 
farm equipments and office equipments. The latter 
group has done slightly better than the average for all 
industrial stocks in 1943 (it lagged somewhat in earlier 
years). The net gain appears to be due to recognition 
ot the increasing domestic and foreign backlog of orders 
which is gradually building up, due to the current pre- 
occupation of these companies with Government orders, 
and partial conversion of their plants to armament work. 
Moreover, the trend toward use of time-saving equip- 
ment is likely to be accelerated during the post-war boom 
period, and the use of lighter metals as substitutes for 
steel in office equipment has interesting possibilities. 

Of course the industry will face some readjustments 
immediately after the war, but plant reconversion should 
be at least partially completed, due to cut-backs and can- 
cellations on munitions work; and most of the office 
equipment companies have not fully converted to war 
work. A more serious factor may be the dumping of 
huge stocks of desks, typewriters, filing cabinets and 
other office equipment accumulated by the Government 
for its numerous war agencies; if a Republican Admin- 
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electric typewriter 


istration comes in next year, many New Deal civilian 
agencies might also be out of business. However, much 
of this stock would probably be absorbed by business 
concerns, which have been “starved” in the past year or 
so, and thus if Washington follows a sensible policy in 
spreading its sales (rather than “dumping” them at auc- 
tion prices) an equilibrium may be maintained and the 
office equipment companies should not be greatly handi- 
capped. Those companies which had extensive foreign 
business before the war, such as National Cash Register 
and Underwood Elliott Fisher, may fare the best, as it 
seems likely that war-torn Europe will receive consid- 
erable aid in reconstruction work. Loans may also be 
made to China, while the good-neighbor .policy in South 
America will probably be tapered off rather than ended 
abruptly. Thus foreign sales may prove the brightest 
aspect of the immediate post-war period. 

The 1943 operations for the industry appear to have 
been favorable, though about half the companies do not 
publish quarterly statements. Improved interim earn- 
ings have been reported by Burroughs, International 
Business Machines, National Cash Register, L. C. Smith, 
Telautograph and Underwood Elliott, while Reming- 
ton Rand showed a decline for the six months ended 
September goth. Dividend payments in 1943 appear to 
average about the same as last year, with changes minor 
except for Marchant, which increased its payment from 
$1.1214 to $1.50. 

Considering the sharp changes due to widely-diflering 
WPB quotas for the manufacture of various kinds of 
ofice equipment—cash registers are banned completely 
and typewriters quite limited, while payroll machines 
can be produced at over four times the 1941 rate—the 
industry has remained on a remarkably even keel. More- 
over, earnings have been well maintained in the face of 
rising costs, limited prices on regular lines, and renego- 
tiation of armament business. While the industry’s ag- 
gregate volume is estimated at nearly three times peace- 
time level, profit margins on Government business are 
so narrow, after renegotiation and taxes, that most com- 
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panies have benefited little by the increased activity. 
Addressograph-Multigraph is selling at 13.4 times earn- 
ings, to yield about 5 percent. While the stock is not 
in the high-grade investment class, it has paid dividends 
since 1935. ‘The current working capital ratio of 2.1 to 1 
is satisfactory under present conditions, and long term 
debt is not burdensome. Book value as of July 31 was 
$14.21 per share. The stock may benefit by the premier 
position of the company in its particular field and the 
deferred backlog of demand which should insure heavy 
operations (including foreign business) during the post- 
war period. Armament business accounted for 36 per- 
cent of 1942-3 sales. The stock’s relative popularity 
appears due to its growth record; sales in 1943 were near- 
ly five times as large as in 1933. 

Burroughs Adding Machine, with its 35-year dividend 
record, no funded debt, and extremely strong cash posi- 
tion (2.3 times current debts) has strong investment ap- 
peal. But while sales increased sharply in 1941-2, previ- 
ous growth was not impressive and net earnings in re- 
cent years have remained far below the 1929 figure of 
$2.34. It sells on about the same basis as Addressograph 
—14 times earnings, yield 5 percent. In the post-war 
period a substantial foreign business may be regained; 
foreign sales in 1939 contributed nearly half the profits. 
European plant losses due to the war appear fully cov- 
ered by reserves. 

Dictaphone Corp. is available at less than 8 times 
earnings despite its impressive 17-year dividend record— 
possibly due to the low yield (4.3 percent), the over- 
counter market, small size, specialized product and irreg- 
ularity of earnings. 

General Fireproofing is one of the lowest-priced issues 
in our table as measured by the price-earnings ratio and 
yield. -Earnings and dividends have been irregular, but 
the company has a remarkable growth record—1942 sales 
were $18,100,000 compared with $2,800,000 in 1933. The 
company is the world’s biggest maker of metal furniture 
and desks, filing and display equipment, safes, shelving, 
etc. Steel desks account for 60 percent of sales and alum- 
inum chairs for 30 percent. Foreign business is small. 
The company has been handicapped by the steel short- 
age and has been reselling wooden furniture, plus muni- 
tions products. There is no funded debt, but a small 
issue of preferred ranks ahead of the common; the cur- 
rent ratio at the end of 1942 was 2.4 to 1. 

International Business Ma- 





climbed steadily from $20,900,000 in 1934 to $90,700,000 
in 1942. Share earnings have been highly stabilized by 
renting much of the company’s equipment, and since 
1932 have only varied between $8.16 and $10.63; in 1938, 
when many industrial companies were in the red, net 
income was slightly larger than in the previous year. 
1942 showed a moderate decline in share earnings due to 
extremely heavy taxes, but 1943 is expected to show im- 
provement. The stock is one of the most stable market- 
wise in the “century” class. In 1932 the low point was 
5214, and since 1933 it has never sold below 100. 

Marchant Calculating Machine has had an excellent 
growth record, sales jumping from $552,000 in 1933 to 
$6,359,000 in 1942. Share earnings have been irregular, 
despite the all-common stock capitalization; since 1935, 
they have averaged about $3. The stock (listed on the 
San Francisco Exchange) offers an attractive 8% yield 
and sells at a modest times-earnings ratio. The company 
is comparatively small, with a single plant, and outside 
of war business makes only eight models of machines for 
adding, subtracting, multiplying and dividing. The com- 
pany’s working position is comfortable, and book value 
In 1942 was $15.93 a share. 

National Cash Register, originally a noted growth 
company, encountered a severe setback in the 1932 de- 
pression and only regained the 1929 sales level in 1941, 
following which there was a sharp spurt due to war 
business. Earnings dropped from $5.12 on an adjusted 
share basis in 1929 to a deficit of $2.09 in 1932, recov- 
ering to $2.41 in 1937, which figure has not since been 
equaled. The yield is rather low at current prices 
(4.2%) and the price-earnings ratio is close to the maxi- 
mum for the group, doubtless due to the company’s ex- 
cellent historical background. 

National Cash Register is estimated to have about 
g0% of the business for which it is named in this coun- 
try, while it is also active in production of accounting 
and posting machines. Foreign business used to be very 
large—about half of total sales, which indicates a post- 
war backlog of demand in Europe and elsewhere. Funded 
debt is moderate in relation to total assets and the cash 
position is excellent, exceeding current liabilities. The 
book value is $24.07 per share. 

Pitney-Bowes Postage Meter is an outstanding growth 
company, 1942 sales being nearly 8 times the 1932-33 
level. The company is the leading manufacturer of 





chines is a “rich man’s stock,” 
selling at 171, which is 18.5 times 
estimated 1943 earnings. The 


STATISTICS ON OFFICE EQUIPMENT STOCKS 





company has almost a monopoly : : Est. Price = Approx. 
in electrically-operated —_book- ve rom Yield _ Mey A, 943 
keeping and accounting ma- _— ne : — wa — 
chines and automatic devices for Addressograph-Multigraph 20 1.00 5% 150 13.4 22- 15 
sorting, tabulating and comput- Burroughs Adding Machine 12 .60 5 .85 14.0 15- 9 
ing statistical data—as well as Dictaphone Corp. 29 + 7.25 4.3 3.75 a 32- 20 
electric typewriters, industrial General Fireproofing 14 1.25 9.0 2.60 5.4 17- 14 
weighing equipment, time clocks, _ Int. Business Machines 171 "6.00 **§5 9.25 18.5 177-145 
etc. Munitions contracts in Marchant Calculating Machine 19 1.50 8.0 2.75 6.9 19- 14 
April 1943 amounted to $136,- National Cash Register 30 1.25 42 200 15.0 30- 19 
000,000. While the yield based Pitney-Bowes Post. Meter 7 50 2 57 12.3 8- 6 
on the regular $6 dividend is Remington Rand 15 1.00 6.7 2.00 BS 19- 12 
small, the stock dividend of 5, Royal Typewriter 83 2.50 3.0 — — 83- 49 
percent figured at the current Smith (L. C.) & Corona 23 2.00 8.7 3.75 6.2 25- 15 
market price, brings the total Telautograph Corp. 5 ee ieee .10 7.2 5- 3 
yield up to 8.5 percent. Under Underwood Elliott Fisher 51 2.50 4.9 3.75 13.7 59- 42 
the leadership of President 

Thomas J. Watson, high-salaried *Also 5% in Stock. **Incl. Stock dividend. 

sales wizard, gross revenues 
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mailing and metering devices, coin-operated letter boxes, 
etc. Except for maintenance and special work, meter 
production ended in July, 1942, when the company be- 
came occupied with munitions work. It has imitated 
International Business Machines in its system of leasing 
the postage meter at monthly rentals ($5 to $10), thus 
stabilizing earnings. Despite the great gain in sales, 
share earnings, while remaining in the black, have not 
shown much growth, varying between 12 cents and 69 
cents in the past decade. Dividends have averaged about 
three-quarters of earnings. The stock has been very 
steady market-wise, the range since 1936 being about 
5-10. Capitalization consists only of go03,320 shares of 
capital stock. Cash position has steadily improved, 
though due to war work the current ratio is much lower 
than in former years. Outside of Canadian and some 
British business, the company has not gone into the for- 
eign field very greatly. 

Remington Rand has considerable capital leverage— 
capitalization consists of $14,342,000 debenture 314s, 
bank debt of $1,800,000 serial 134s, 184,932 shares of 
$4.50 preferred stock and 1,743,290 shares of common, 
plus some option warrants. The company produces a 
complete line of office equipment, about three-quarters 
of sales consisting normally of typewriters, filing equip- 
ment and related lines. It also produces accounting ma- 
chines, loose-leaf equipment and office furniture, with 
a special line of electric shavers. Needless to say, some 
of the regular lines have been superseded by armament 
work which includes fuses, shells, parts for airplanes, 
guns and torpedoes, and bomb-sights. ‘The company 
was rather heavily in the foreign field before the war. 
Growth has been slow in the past decade—the 1929 sales 
figure of $64,000,000 was not exceeded until 1941; war 
work has, of course; sharply stimulated recent vofume. 

Earnings have been highly erratic, but common -divi- 
dends have been paid since 1936, including stock divi- 
dends in 1936-37 and 1941. Reflecting the wide range 
of earnings, the stock dropped from 521% in 1929 to 7% 
in 1932, and recovered to 2614 in 1937, but since that 
date has followed a less erratic trend. As might be ex- 
pected, because of the leverage and irregular earnings, 
it sells at a rather low ratio to earnings (about 7.5) and 
the yield of 6.7% is satisfactory. Investments in Ger- 
many have been written off, and the company should 





Interior of the Remington Rand plant 
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regain profitable foreign business after the war. The 
huge Federal tax payment should form a buffer against 
earnings’ irregularity when Government contracts are 
canceled. 

L. C. Smith & Corona produces two well-known brands 
of typewriters, being the fourth largest in this business. 


Pre-war sales were about three-quarters domestic and 


one-quarter foreign (largely Canada and England). 
While typewriters, carbon papers and ribbons accounted 
for about 93% of the sales in 1939-40, the company has a 
few minor lines such as a low-priced adding machine, a 
duplicating machine, etc. It has a large sales organiza- 
tion in the United States, with 77 branches and some 
2500 dealers. 

Capitalization includes a small issue of serial deben- 
tures, a small amount of preferred and 276,237 ° shares 
of common. While the company has no relation to the 
famous whiskered “Smith Brothers” of cough-drop fame, 
it is interesting to note that Hurlbut W. Smith is Chair- 
man, President and Treasurer, while five other Smiths 
are on the directorate. 

During the early 1930's, sales declined to less than half 
the 1929 level, and deficits on the common stock were 
reported; a sharp recovery to $4.05 per share occurred 
in 1937, followed by three years of poor earnings, but 
during the wartime period profits have averaged nearly 
$4.00 a share. The stock has seldom attracted much 
market interest, and has usually sold at a relatively low 
multiple of earnings, with a correspondingly high yield. 
The cash position appears ample, just about covering 
current liabilities. Income taxes thus far have been mod- 
erate, thus affording little protection against any post- 
war recession in earnings. 

Royal Typewriter, an excellent company, is given a 
special analysis on page 347. . 

TelAutograph Corp. has a virtual monopoly in its 
particular line—the production and leasing of devices for 
the electrical transmission of handwriting, but has failed 
to develop important new products, with the result that 
sales have never regained the 1929 level (slightly under 
$1,000,000). While share earnings have remained in the 
black, they showed a declining trend to 1939, since which 
year there has been a modest recovery. Dividends were 
paid up to 1941 but were discontinued last year and thus 
far have not been resumed. The company’s products 
are normally used by banks, hotels, and credit 
bureaus, but it has obtained diversification 
through industrial installations, particularly in 
connection with war work. Capitalization is lim- 
ited to 226,600 shares and the current ratio last 
year was about 2 to 1. Book value is slightly 
below the market price of the stock. The future 
of the company is hard to forecast; some future 
application of television might conceivably make 
its product obsolete. In the immediate post-war 
period, the company should presumably benefit 
by increased civilian business, offsetting loss of 
Government orders. 

Underwood Elliott Fisher is one of the leaders 
in the industry, being among the three largest 
makers of diversified office equipment. Type- 
writers, accounting machines, adding machines 
and typewriter supplies are the principal prod- 
ucts. Foreign business was important before the 
war, particularly in England, exports represent- 
ing about 35% of sales and a substantial part of 
the profits. While the stock sells at 13.7 times 
earnings, profits per share do not include the 
entire equity in earn- (Please turn to page 380) 


ry 


THE MAGAZINE OF WALL STREET 





Pat 


E. 


Ame 
imp 
of a 
new 
enak 
the 
sales 
M 
the 
equi 
the 
ones 
alon 
buil 
Al 
heac 
innc 
it ne 
of tl 
asa 
has 
Ni 
able 
is n 
chen 
kets 
large 
newe 
possi 
sider 
men 
of th 
He 
one 
dred 
willy 
der « 
throt 
In 


JAN 





The 
gainst 
ts are 


yrands 
siness. 
c and 
land). 
yunted 
‘has a 
ine, a 
‘aniza- 
some 


leben- 
shares 
to the 
fame, 
Chair- 
miths 


n half 
were 
‘urred 
s, but 
nearly 
much 
y low 
yield. 
yering 
mod- 
post- 


ven a 


in its 
es for 
failed 
t that 
under 
n the 
which 
were 
1 thus 
ducts 
credit 
ation 
ly in 
s lim- 
9 last 
ghtly 
uture 
uture 
make 
t-war 
-nefit 
ss of 


aders 
rgest 
[ype- 
hines 
prod- 
e the 
sent- 
irt of 
times 
> the 


380) 


EET 











Part Il 


Post-War Potentials 
for 
Leaders in Chemicals, 


Synthetics and Plastics 


BY WARD GATES 


Eiacu of the dozen or more leaders in the 
American chemical industry is laying plans for 
important new developments in post-war fields 
of activity. It seems assured that the growth of 







NEW INDUSTRIAL HORIZONS 





Testing chemicals at the Monsanto Chemical Co. 





new materials expanding into new markets will 
enable the chemical industry fairly soon after 
the end of the war to reach a new peak in peace time 
sales volume. 

More than this, there is good basis for believing that 
the present huge war time volume of business may be 
equalled after a reasonable interval of peace because of 
the expanded markets for new chemicals as well as old 
ones. Curiously enough, the chemical industry, almost 
alone among major industries, considers itself under- 
built in most of its newer divisions. 

Although the chemical industry has not burst into the 
headlines during the past two years of war with startling 
innovations comparable to the electronic Radar devices, 
it nevertheless has a host of new products to offer. Most 
of these are now going directly into war production and 
as a consequence the exploitation of peace-time outlets 
has had to be postponed. 

No materials and equipment have as yet been avail- 
able to expand the capacity for producing anything that 
is not urgently needed in war production. Yet most 
chemical men believe that their civilian consumer mar- 
kets for many of their new items will be very much 
larger than present large war demands. Most of the 
newer organic chemicals have not one but half a dozen 
possible uses but for the present only war uses are con- 
sidered. There have not even been facilities for experi- 
ments to find out the full scope of civilian use for many 
of these new things. 

However, the chemical producers have had at least 
one great benefit. Because of war time pressure, hun- 
dreds of industrial concerns have been obliged to utilize, 
willy-nilly, new techniques and new chemicals that un- 
der ordinary conditions would have taken years to filter 
through into industrial markets. 

Industry as a whole has been rushed into all sorts of 
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unfamiliar jobs and has learned how to be much more 
adaptable than it ever was before. Any number of these 
new jobs have entailed the use of chemical materials, 
plastics, synthetic rubber, textile fibres, and the multi- 
tude of chemicals needed to go along with them. 

Hundreds of concerns, for example, have gone into the 
plastics business in one direction or another, either mold- 
ing articles, making plastic plywoods, or making sheeting 
from rubbery plastics. Piano and furniture makers who 
in the past were slow to take up the new chemical ply- 
woods have been rushed into the new business and 
taught the new tricks. Plastic molders have been taught 
to fabricate articles that two years ago would have been 
outside the scope of their technique. Industrial gases 
have moved by the trainload into metal working and 
shipbuilding plants, thus replacing old style machine 
tools.. These are a few examples of the kind of thing 
that has been going on. 

Air Reduction Co. is the second largest maker of in- 
dustrial gases, oxygen and acetylene, and of welding and 
cutting tools in the country. Its markets have almost 
doubled in the last two or three years. Though after the 
war there will no doubt be a drop in demand for the 
gases now used to weld ships and cut out parts for tanks, 
industry has learned so many tricks about using gas 
tools that post-war markets will still be far beyond any 
former good peace time year. Automatic tools under 
the guidance of one man can simultaneously cut out a 
dozen intricate parts from one large metal plate. Obvi- 
ously, labor and cost saving devices of this type will 
continue in large use in industry after the war. Equally 
important uses are in the flame hardening of steel sur- 
faces, giving the wear of more expensive high tool steel. 
Acetylene is growing in importance as a chemical raw 
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material and Air Reduction also has a stake in oil 
_ chemistry through part ownership in Petroleum Chemi- 
cals, Inc., owned jointly with Continental Oil Co. 

Air Reduction’s affiliated company, U. S. Industrial 
Chemical Co., besides its usual line of solvents and alco- 
hols, has an important position in the field of synthetic 
resins, used for lacquers, which should continue to ex- 
pand after the war. Its research laboratories have de- 
veloped a number of specialty chemicals used in making 





First Clearsol Process Commercial unit operating 
in the U. S. with propane towers 





such varied things as drugs, vitamins and insect repel- 
lants. 

American Cyanamid has its base in the nitrogen bear- 
ing fertilizer material, cyanamid, but this has long 
been outmoded as a major source of income. Working 
on this as a foundation, the company has built up a line 
of plastics, also containing nitrogen, called Melamines, 
which are light and strong and have excellent post-war 
possibilities in specialized fields. Its most interesting 
division, however, is the making of drugs and pharma- 
ceuticals. Cyanamid has the strongest basic position in 
the sulfa drug field of any chemical company and has 
developed at least three important variations in its own 
laboratories. It is a leading maker of serums and anti- 
toxins which will probably continue to have large medi- 
cal use even if other new “miracle” drugs appear on the 
horizon. The company is now going into the making 
of penicillin, made from a mold, on a major scale and 
this should provide a base in this striking new chemi- 
cal field. ‘ 

Allied Chemical & Dye Corp. is the largest maker in 
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the country of heavy chemicals, including alkalis and 
acid. In spite of the development of many new prod- 
ucts, these old line materials continue to grow and post- 
war uses will certainly make a new peace time high mark. 
The expansion of the rayon industry into tire cord and 
the production of aluminum are two major consumers 
for alkalis. Food demands will continue large after the 
war, which means more fertilizer and therefore more 
sulphuric acid. Allied’s most interesting division is the 
Barrett Co., making organic chemicals from coal tar. 
It has a very important line of “‘soap-less soaps,” lower 
in cost than most competitive materials, which have a 
good post-war future. Aside from this, road building 
and home building will take highway tars and roofing 
materials. 


Commercial Solvents 


Commercial Solvents Corp. is one of the largest pro- 
ducers of industrial alcohol in the country and also of 
butyl alcohol for the lacquer industry and for making 
a major plasticizer for synthetic rubber. ‘This last use 
should continue to be large even after the war. As for 
post-war competition in alcohol, the chief source of this 
would come from the liquor industry, but whisky dis- 
tillers are certain to be too busy renewing their inven- 
tories after the war to engage in much competition with 
industrial alcohol makers. For the future Commercial 
has an important line of vitamin products for animal 
feeds, and a line of new chemicals called nitro-paraffins. 
Though these have been made for some years they were 
just beginning to find large markets when the war pre- 
vented further plant expansion. Commercial is build- 
ing one of the largest plants in the country to make the 
new drug penicillin. Because the company is expert in 
fermentation processes used to make this drug, it is ex- 
pected to be a major low cost producer. 

Dow Chemical Co. is known lately mainly as a pro- 
ducer of magnesium, because its plants have turned out 
the major share of this vital light metal. However, it 
should be borne in mind that Dow has never obtained 
any large amount of profit from this business because 
by the time production became large, excess profits 
taxes skimmed off most of it. So the probable drop in 
magnesium consumption after the war should not hurt 
earnings very much. Dow is one of the leaders in petro- 
leum chemistry, considered one of the greatest of new 
chemical fields. Its new plastics, styrene, now going to 
synthetic rubber, and Saran, which is potentially very low 
in cost, have notable post-war possibilities. 

E. I. du Pont de Nemours is the nation’s largest and 
most diversified chemical producer. -Its outlook, there- 
fore, is the outlook for the whole chemical industry and 
it is affected by, and affects every big industrial field. Out 
cf its many new products one stands out as big enough in 
its future outlook to have an important effect on earn- 
ings per share. This is the already famous Nylon. Ny- 
lon, after the war, is slated to take over the silk hosiery 
industry, which alone will require large plant expan- 
sion for Nylon in.the first two or three years after the 
war. Besides women’s hosiery, however, Nylon has huge 
markets in brush bristles, and in “silk” clothing and 
garments of all kinds. Beyond this it is a plastic that 
may be used in light, self lubricating bearings for ma- 
chinery. Nylon is not one, but a dozen varying chemical 
products, many with uses that have not even been at- 
tempted under war time conditions. Nylon will not only 
be a better fibre than silk, but will compete in the field 
of wool and in rubbery textile fibres. 
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Hercules Powder Co., next to Du Pont is the biggest 
aker of explosives in the country, but its more inter- 
ting activities are quite outside this line. Its post- 
ar gains depend to a great extent on its naval stores 
emicals, made from pine tree rosin and turpentine. 
low in taking hold before the war, some of these new 
hings are going to industry in millions of pounds per 
nth. The materials include chemically treated rosin 
»be used in lacquers and varnishes, and in coatings for 
aper, also as aids in concrete road building and in 
aking compressed plywood. All these are potentially 
arge markets. Besides this Hercules is a leader in cel- 
ulose for the rayon and plastics industries, and in mak- 
ng cellulose plastics. 

Newport Industries is the second largest maker of 
ream distilled naval stores in the country, producing 
js products from old pine stumps collected from cut- 
ver land. Its past earnings have been limited by the 
ow price of rosin and turpentine but in the last few 
ears material progress has been made in developing 
ew products through research. Small pilot plants are 
jw running on these new materials and full-sized plants 
just be built after the war to permit any notable in- 
ease in profits from these new sources. Among im- 
portant new things are calcium and zinc resinates which 
ie going into coating for paper for wrapping muni- 
ions, and into paints. Isoprene made from turpentine, 
imilar to natural rubber chemically, is going into syn- 
etic rubber and also has interesting post-war uses. Be- 
ides this the company has a line of perfumes and syn- 
etic flavorings used in soaps and cosmetics and it has 
ubstantial production of synthetic camphor. Experi- 
ments are being conducted in the growing and process- 
ing of ramie, a remarkably strong textile fibre hitherto 
own mostly in the Orient. Newport should benefit 
rom pent-up demand for naval stores from export 
uarkets. 















Monsanto Chemical 


Monsanto Chemical Co. is the largest maker in the 
tountry of phosphoric acid and of phosphate chemicals 
which go into food and drug products and large mar- 
kets have also been developed in cleaning compounds 
and soaps. The company is a large producer both of 
rganic and of heavy chemicals. Its current research 
fforts are concentrated towards expansion in the plastic 
field, though somewhat handicapped by the fact that the 
company makes few of the basic plastic raw materials. 
As a large war-time producer of styrene, leading plastic, 
which now goes to synthetic rubber, its post-war position 
may be improved. 

Mathieson Alkali Works, as the name implies, is main- 
ly a producer of caustic soda, soda ash and chlorine. De- 
mand for these materials has, of course, expanded great- 
ly during the war; and their post-war potentials are gen- 
erally favorable, especially as regards new chemicals 
derived from chlorine. Extensive research work on new 
products is being continued, but cannot bear fruit in 
added earnings until some time after war demands cease 
io have first call on the company’s resources. Mathie- 
son’s record for many years has been characterized by a 
relatively high degree of stability in earnings and divi- 
dends. 

Westvaco Chlorine Products is an important producer 
of caustic soda and chlorine by the electrolytic method. 
It also has a large line of organic solvents going to the 
rayon and dry cleaning industries as well as a line of 
textile chemicals. Expansion in rayon should keep 
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operations at a high level after the war is terminated. 

Union Carbide & Carbon Corp. is running neck and 
neck with Du Pont for the honor of being the largest 
chemical producer in the country. Though its basic 


business is in oxygen and acetylene industrial gases and 
tools, its organic chemical division probably ranks as 
the fastest growing chemical unit in the field. Car- 
bide’s operations are, of course, heavily involved with 
the metal trades which consume industrial gases and 





This distillation tower of the Monsanto plant in Texas 
is 20 stories high 


tools. However, the gains made in organic chemicals 
mav well offset any setback in the gas business after the 
war. Indications are that petroleum chemistry will be 
one of the major post-war growth fields and Carbide is 
both a pioneer and a leader in the making of chemicals 
from oil. It is also far and away the largest producer 
of plastics in the country. Its Bakelite division is the 
biggest maker of phenolic plastics which are heavy duty 
all purpose industrial materials. Its Vinylite, new about 
a decade ago, has pushed forward during the war to a 
point second to phenolics in volume. Vinylite, which 
may be a molding compound, sheeting or textile fibre, 
is considered by chemists one of the great coming indus- 
trial raw materials. 

Charles Pfizer & Co., in the limelight lately as one of 
the pioneer producers of the new drug, penicillin, has 
an exclusive field in the production of unusually fine 
chemicals by fermentation. Sugar syrups and molasses 
are the raw material and special types of molds and bac- 
teria are used. Products include drugs, vitamins and 
pharmaceuticals. With the growing need of the chemical 
and drug producers for more complicated and unusual 
chemicals, Pfizer’s new prod- (Please turn to page 377) 
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THE 1944 BOND OUTLOOK 


With Selections For Medium 
To High Yields 


BY EDWIN A. BARNES 


Tue Starting of another Government bond offering 
calls attention to the very low yields which are obtain- 
able on corporate bonds of the first grade. For years, 
money rates have been low, a vast number of issues have 
been retired and many companies have bought in parts 
ot their own bond issues. This has resulted in leaving 
the smallest amount of purchasable bonds in a long 
period of years, while the amounts of funds seeking in- 
vestment have been steadily jncreasing. The result is 
that highest grade corporate bonds are on a “scarcity” 
basis, as well as being very high in price, reflecting the 
low loaning rates for money. At a price, but a very high 
one, there are small parcels of these bonds available in 
the market, but instances are heard where a market 
order for ten bonds obtained only one or two at the 
offered price and the rest at rising levels, with the last 
‘ought well above the first. A replacement order for 
fifty bonds “at the market” not long ago was two weeks 
in being filled. New offerings are quickly snapped up 
and most of them disappear from the open market, even 
at large premiums. 

So, outside of reasons of patriotism, there are com- 
mon sense reasons for taking Government offerings, for 
long term investment. The yield is as good as on many 
corporate issues of first grade and better than that on 
short term issues. Where funds are being placed for a 
period of a few months, or where even a year or two of 
placement is sought, there are some bonds which furnish 
a yield of less than 1% for the period, and in some 
cases lesg than 14 of 1%. 

How. long will this last? The question has been put 
to bank officials, bond dealers and money market in- 
terests. A shrug of the shoulders is the usual response, 
or one answer in French was “N’importe”,—it is of no 
importance. But is it unimportant? Old people whose 
sole income is from investments which must be safe; 
people with trust funds to invest; those who wish to 
leave money by will for the upbringing of young children 
if the testator should die; those who want to put aside 
a nest-egg against their own old age; to these and many 
more, the very low yields on highest grade investments 
are of great concern. Banks are interested from another 
angle, for to them, low yields will cease when money 
rates rise materially, and then banking will be more 
profitable. 

As long as the war lasts and for a considerable time 
thereafter while refunding of Government bonds is going 
on, it must be the policy of the U. S. Treasury to have 
low loaning rates. When this program is completed, 
there will be a basis where the control of the money 
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market is not so-necessary. Then, loaning ‘rates may 
rise, but whether this may be a year, or much longer 
than that after the war ends, is not predictable at this 
time. 

Some day, however, it seems safe to prophesy, there 
will again be what used to be considered normal loanin 
rates. That is not so easy to define, but it could be 
an average of 2% to 3% for call money and 314% to 4% 
for time funds. When it does come, there seems certain 
to be a sharp decline in the market prices of the best 
grade bonds. People placing funds for long term com. 
mitment should bear this in mind. It can be offset by 
amortizing all sums above par on the bonds, over a 
period of years. A better solution might be to place 
funds in Government bonds, to stay there until yields, 
with a high degree of safety, are considerably better 
than the Government bonds. They are protected by 
agreement to redeem them at par, and on subscription, 
they can be bought at par during the bond offerings. 

Which brings up the subject of yields on bonds with 
a triple A rating. Look the list over, and you see that 
yields are mostly around the 2% level. Even some bonds 
in the third rating—A—yield barely over 2%. Here are 
a few examples of the higher grade issues with nearby 
maturities: Liggett & Myers 7s Oct. 1, 1944, yield 1.25%; 
N. Y. Gas El. Lt. Ht. & P. 5s 1948, yield 1.80%; Terminal 
R. R. of St. Louis 5s Aug. 1, 1944, yield 1.90%; Union 
Pacific 4s 1947, yield 1.60%; United Electric Co. of N. J. 
48 1949, yield 1.93%. Ones with even nine years to run 
give very low yields such as Atlantic Refining 3s 1953, 
yielding 2.27% and Standard Oil of New Jersey 234s 
1953, ylelding 2.15%. 

In the better grade bonds running over ten years, 
there are many with yields of 214 to 214%, although 
some run to 3% and even higher return, while some 
very long term bonds such as New York & Westchester 
Lighting 4s 2004 have yields up to 314%. One of the 
disquieting things about investing in many of these 
bonds, however, is the fact that most are considerably 
above call prices, some being 10 points or more above, 
and there is the possibility that they may be called fairly 
soon. 

Before leaving the subject of low yields on the best 
bonds, a word might be said about municipal, county 
and state bonds. They are tax exempt, and for that 
reason, the safer ones are much sought after by people 
with big incomes. Because of rising surtax rates, it 
would be cheaper for one with a million a year income 
to have all of his money in tax exempts yielding about 
1%, than in fully taxable securities. The average person 
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with small income, however, should not go into this 
form of investment, for the loss on income from what 
might be had elsewhere would usually be more than 
the saving on taxes. Also, the “scarcity” situation in the 
best municipals is acute. 

In the accompanying tables are several classifications 
of bonds. There are no high-grades (as classed by the 
rating services) among them. The first list contains 
issues which are classed as “medium”. Their yields range 
from around 234% to nearly 4%. From all angles of 
reasonable probability, they can be expected to get their 
full interest and to be paid at maturity. 

The second list is “medium to speculative’. The 
rating services might agree on most of them as being 
near to “medium”, but might “lift an eyebrow” over 
including Alleghany Corporation 5s, 1950, income bonds, 
in this list, also International Telephone & Telegraph 
58 1955. The Alleghany Corporation, however, is cur- 
rently earning its bond interest with a wide margin 
over, and there has been a sharp reduction in its out- 
standing debt; future coverage of interest on all its obli- 
gations seems assured; the meeting of principal at ma- 
turity, or calling of the bonds (100) before then, is bet- 
ter than “just a reasonable probability”. The Inter- 
national Telephone finances are also decidedly on the 
upgrade and the future looks quite promising. 

The third group includes what must be termed “specu- 
lative” bonds, yet each and all have their prospects for 
continued interest and maturity payments. The “eye- 
brows” may go up at a yield to maturity of over 9% yet 
the two rail bonds that give that return have paid their 
interest in the past, and both the Peoria & Eastern and 
the Pittsbugh & West Virginia bonds are first mort- 
gages on small pieces of railroad which are of strategic 
value. The Peoria & Eastern interest is guaranteed by 
the New York Central Railroad, which leases the line. 
The Pittsburgh & West Virginia has connections or affi- 
liations which reach to the Pennsylvania Railroad, the 
Chesapeake & Ohio and to others in the Pittsburgh area. 
There are a num- 


est obligations of the predecessor roads, and there seems 
to be better than a reasonable probability that the in- 
come bond interest will be earned and paid under nor- 
mal operating conditions of these railroads. 

One can invest in non-interest bearing securities, if 
they are those of railroads which have taken most of 
the steps preliminary to reorganization, for it seems to 
be only a matter of time, and in some cases probably 
early this year, that there will be interest-paying secur- 
ities exchanged for them. From all present signs, it is ex- 
pected that the Chicago & Northwestern will be the first 
among these railroads to complete the reorganization and 
issue new securities. The Supreme Court of the United 
States nearly a year ago affirmed the plan, and recently 
a U. S. Court set aside an appeal for a reconsideration 
of this, and the Supreme Court a few weeks ago refused 
to hear an appeal from that decision. Steps have been 
taken to list the new securities of the “Northwest”, and 
they are traded in on a “when issued” basis now. The 
St. Paul plan was recently revised, with much better 
treatment of the senior bonds than in the original plan, 
and the completion of its reorganization seems to be 
near. The Interstate Commerce Commission has before 
it an amended plan of the Missouri Pacific. The Rock 
Island reorganization appears to be nearing consumma- 
tion, while a revised plan for the St. Louis-San Francisco 
is before the Federal Court. ; 

The railroads which completed their reorganizations 
in 1941-2 have been showing good results and their 
senior bonds have advanced materially in market price 
and have attained an investment status. In the course 
of time, it seems probable that the first mortgage bonds 
of the reorganized St. Paul, Northwestern, Missouri Pa- 
cific, Rock Island, ’Frisco and others may be among the 
prime investments. They are obtainable now, indirectly, 
through the purchase of the old roads’ bonds. 

The decline in high-grade bond prices in recent 
months has complicated debt refunding plans of some 
corporations, at the same time giving at least a tempo- 
rary advantage to 
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Comment on 


Delaware & Hudson 


Although the rail average is a goodly distance be- 
low its recovery high of last summer, Delaware & Hud- 
son has been in a persistent upward trend since mid- 
September and in recent trading has made a new high 
for the year. This is an unusual situation in that cur- 
rent action of the stock has nothing to do with the 
company’s earnings from railroad operations. The run- 
up is explained by news that D. & H. has arranged to 
sell its Chateaugay Ore & Iron property to Republic 
Steel. The price is not disclosed, but it is reported 
that the deal will provide D. & H. with a tax loss credit 
of about $4,000,000, equal to the company’s total Fed- 
eral tax payments of 1942 and 1943 plus a carryover for 
1944. As there are only 512,000 shares of stock outstand- 
ing, this windfall can make a big difference in reported 
earnings, which previously had been figured at about 
$g for the year. The D. & H. management under the 
late Mr. Loree spent years accumulating things not re- 
lated to its railroad, including .a huge block of New York 
Central stock which it still holds. Should the rail mar- 
ket some day rise enough to permit distribution of this 
stock at a profit, D. & H. common would come through 
with some fireworks, putting the present run-up in the 
shade. In a minor way the incident resembles the re- 
cent boomlet in some of the secondary liquor stocks, in 
that it is based on a liquidating proposition. 


The "Little" Motor Stocks 


There is an old saw to the effect that the rich get richer, 
the poor get poorer. So far as corporate earnings and 
financial positions are concerned, this rule seems to be 
reversed in war-time. That is, the most spectacular gains 
in profits and financial status are usually to be found not 
among the leading companies but among companies that 
were not doing too well before the war. This is notably 
true in the automobile industry. When the shift came 
from civilian production to war work, every security ana- 
lyst that we know jumped to the obvious conclusion that 
General Motors and Chrysler had nothing to gain from 
the war and would earn less on war business than they 
formerly earned; but that the “independents,” having had 
poor pickings in automobile competition, had much to 
gain. For once a popular concensus was correct. The 
prize example is Studebaker, making new bull market 
highs around 15, as this is written. That price represents 
an appreciation of 300 per cent from the 1942 bear mar- 
ket low and about 166 per cent from the 1943 low. Other 
independents have also fared better marketwise since the 
1042 lows than the leaders. No doubt this will even- 
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_ Stocks in the News 


BY WARREN BEECHERENW 





tually be reversed, for most of them have little chance o 
making competitive headway against Chrysler and Gen 
























eral Motors. However, miracles can happen. G 
Cc 
Straw in the Wind N 
War producers these days never know when the @ 
cut-backs will hit them. It has been taken for granted, Ii 
however, that the one industry most immune for some] *% 
time to come would be aircraft, since the Government's peci 
schedules call for much larger production in 1944 than 
last year. Yet even here, shifts in design or shifts in prof” _ 
duction emphasis from one kind of plane to another 
can bring sudden, unexpected cut-backs to individual 
companies. An example in the news is Thompson Air W’ 
craft Products, subsidiary of Thompson Products. Due ” 
to a sharp cut-back in orders for military aircraft valve 50 
and parts, it is announced that 1,000 workers are let out ough 
that a smaller number must be discharged by the paren U. | 
company and that henceforth the plants will work on all 
standard 514 day week of 4114 hours. Thompson Prod less 
ucts stock is within a fraction of its bull market high. ag 
e, | 


Tax cushions would absorb the bulk of the effect of any 
slump in 1944 pre-tax earnings; and as compared with 
its pre-war status, the company has an above-average) We 
post-war potential on the double base of automobilefoulc 
parts and aircraft business. 


Hercules Motors 


Hercules Motors stock has been a sensation of thefith ; 
market in recent weeks, rising to a new recovery high offonde 
<gl4, comparing with year’s low of 1234. The reason is afons 
mystery which in due time will be revealed. In the oldketor 
days there would have been a greater assortment of “ru- mpe 
mors” than now—and a goodly possibility of pool manip-b the 
ulation. As things are today, it can be taken for granted cap 
from the stock’s action that a real deal of some kind is infjIon 
the wind. The most prevalent story is that Chrysler will 
take over the company, mainly for its Diesel injector—he oy 
but this is flatly denied by people who ought to be in ak 995 
position to know all about Chrysler, though they don’t 
profess to have any inside track on the Hercules end. 
Just as the initially mysterious rise in American Distil- 
ling spread to other liquor stocks, the move in Hercules fred 
has whetted interest in Waukesha Motor and, to a lesser farts 
extent, in Continental. The outsider who doesn’t wantbtaile 
to gamble on a guess had better watch mystery situationsyerh 
from the sidelines, with only academic interest. How- 
ever, it may be noted that in the 1937 bull market Her- 
cules got as high as 3954 and Waukesha 381/, againsth; 
2774 and 197%, respectively, as this is written. 

(Please turn to page 378) 
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In pro- 

oor National Distillers whiskies, as well as Gilbey’s Gin. 
Ad The company has a large interest in 
on Air. 





s. Due Vould you advise taking a profit 














+ wala 50 shares of National Distillers 
let out ought at 23 and switching same in- 
- paren U. S. Plywood? Am a widow with 


© gon mall income so same is important 
n Prodftless you think I would gain in 


st high. pital appreciation.—C. F., Bronx- 
¢ : 7 
; of any ille, N. a 


average| We see no valid reason why you 
ould switch your Nationai Distil- 
rs common stock at this tine. This 
mpany ranks as one of the leading 
omestic distillers, concentrating in 
e manufacture of straight whiskey 
of thefith a large portion of the total in 
high oflonded brands. Through acquisi- 
son 1S ations in 1942, it is now a leading 
the old ctor in the wine business. The 
of “ru-pmpany operates twelve distilleries 
manip-f the United States having an annu- 
granted capacity of some 50,000,000 proof 
nd is infllons of whiskey. Rectifying, 
ler willfending, and bottling plants also 
jector—fe owned. Production in 1942 was 
be in 48,225,174 gallons or approximately 
y don't! per cent of the nation’s total. 
es end.ftocks are well over 68,000,000 gal- 
_Distil-bns. The title to whiskey manufac- 
lerculestred is retained until it actually 
a lesser farts through both wholesalers and 
t wantbtailers. Leading brands are Old 
uatiOnSWwerholt, Mount Vernon, Old- 
How-frandad and Old Taylor bonded 
et Her-thiskies, Penn Maryland and Eagle 
against ne blends, Crab Orchard, Town 
awern and Windsor younger 
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Train and McIntyre, distillers of Old 
Angus scotch Whiskey. At the pre- 
sent time, all distilleries are con- 
verted to production of industrial 
alcohol and the company will 
operate a government owned plant. 
The recent acquisition of Century 
Distillers will improve the com- 
pany’s whiskey reserve position and 
help offset the effect of the ration- 
ing program on sales. 


The company’s finances were 
strong according to the latest avail- 
able balance sheet as of December 
31, 1942, the company showing net 
current assets of over $67,000,000 
and a ratio of current assets to cur- 
rent liabilities of 5.68 to 1. 

Since the year 1936, earnings have 
been very stable and were as 
follows: 1936, $3.81; 1937, $3.86; 
1938, $3.85; 1939, $3.43; 1940, $3.28; 
1941, $3.47; 1942, $3.37. The com- 
pany’s earnings for the current 
year have shown a marked improve- 
ment, and for the first nine months 
of 1943, showed $2.91 per share as 
compared with 2.36 for the same 
period of 1942. This is an increase 
of about 23 per cent. Earnings for 
the whole year are estimated at 
about $4.00 a share and only a 
moderate decline is expected in 
1944. The comnany’s established 
trade position will undoubtedly be 
maintained. The price range this 


year has been: high 36; low 251/: 


last 33. Based on the current divi- 
dend rate of $2.00 a share, the in- 
dicated income yield is over 6 per 
cent. The company, to date, has 
made no distribution of any of its 
inventories as have Praise F- the 
other liquor companies, and the last 
distribution National Distillers made 
was in October 16, 1933, when it 
gave warehouse receipts represent- 
ing one case of twenty-four pints of 
16-year old whiskey for each five 
shares held. The company has just 
declared a dividend of 50 cents, pay- 
able February 1, 1944 to stockhold- 
ers of record January 15th, 1944. 


Essentially, the duration of the 
war must be regarded one of the 
most important factors affecting 
market behavior of distillery shares. 
Production of beverage liquors hav- 
ing ceased, the industry is selling its 
accumulated stocks and post-war 
sales must be correspondingly light, 
the longer the war lasts. The advent 
of peace hence is obviously quite 


bullish. oa 


Hall Printing Co. 


As an old subscriber to your va- 
lued magazine, will you please ad- 
vise me whether I should hold Hall 
Printing Co.? I am told that this 
company is in a very good financial 
condition and that it should even- 
tuall sell considerably higher. Is 
there any chance of an extra divi- 
dend in this stock this year? —R.B.- 
Detroit, Mich. 


Hall Printing Co. is one of the 
leaders in its field, printing catalo- 
gues and magazines, each of which 
contributes about half of total sales. 
It prints the catalogues for Sears 
Roebuck, Montgomery Ward, Spie- 
gel, Brown Fence & Wire, United 
Drug, Chicago Mail Order, Lane 
Bryant Colgate Palmolive Peet, the 
business being shared to some ex- 
tent with two other companies. Dell 
Publishing and MacFadden Publica- 
tions are important customers for 
magazine printing. The magazines 
printed include Golf Magazine, 
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Photoplay, Opportunity, Real De- 
tective Tales,. True Detectives, 
Ballyhoo, True Story, True Ro- 
mance and American Poultry Jour- 
nal, ; 

The company’s plants are located 
at Chicago, Illinois and Dunellen, 
New Jersey and are equipped to 
supply complete printing service 
from the sheet of copy ‘to mailing. 
In August, 1942, the company’s 
charter was amended to permit it 
to broaden its scope by engaging 
in other activities. 


The company’s consolidated 
balance sheet, dated March 31, 1943, 
showed ‘ very good financial con- 
dition, with total current assets of 
$7,161,966 as compared with total 
current liabilities of $2,100,058 and 
net current assets of $5,061,888. Cash 
and government securities, alone, 
amounted to $4,144,488 or nearly 
twice the amount of outstanding 
current liabilities. On March 31, 
1943, funded debt amounted to 
$1,950,000. On August 31st, the 
company announced redemption of 
$100,000 of its outstanding 134% 
serial debentures due October Ist, 
1944, and through operation of sink- 
ing fund it also redeemed on Octo- 
ber Ist, $200,000 of its debenture 
2% per cent of 1951. The com- 
pany has no preferred stock and 400- 
000 shares of common. stock out- 
standing. 

The company’s earnings for the 
past four years Have been very stable 
and for the fiscal year ending March 
31, 1943, the company reported 
earnings of $2.84 on the common 
stock as compared with $3.30 in °42, 
$3.33 in 1941 and $2.32 in 1940. The 
four year’s average earnings were 
$2.94. At 16, the common stock is 
selling on a very favorable price to 
earnings ratio, selling slightly over 
five times its average earnings for 
the last four years. The company 
paid three quarterly dividends of 
25 cents eachsin the first three quar- 
ters of 1943 and recently declared 
25 cents plus 25 cents extra, making 
$1.25 for the year. At current market 
price of 16, based on a $1.25 dividend 
* rate, the indicated income yield is 
slightly less than 8 per cent. Earn- 
ings for the fiscal year to end March 
31, 1944. should hold up fairly close 
to the $2.84 reported for last year. 
Volume of magazine printing has 
held up well thus far, as has mail 
order business. The company is 
gradually retiring its funded debt 
and eventually there will be only the 
common stock outstanding. In view 
of the company’s stable earnings 
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and its strong financial position, this 
stock should eventually sell higher 
and provide a good income return. 
We would continue to hold this 
stock. 


Erie Railroad 


Earlier in the year I bought Erie 
Railroad 414,/2015 bonds at 57, now 
it is currently quoted at 61. Would 
you recommend to hold or sell?— 
W. J., Clay Center, Kansas. 


This is to advise you that Erie 
Railroad general convertible in- 
come 4)4s of 2015, selling around 
61, carry an investment rating of Cl 
plus. We would suggest that you 
accept profits in this bond and re- 
invest the proceeds in a bond carry- 
ing a higher investment rating. We 
would recommend the West Shore 
Railroad Ist mortgage 4% bonds of 
2361 which are guaranteed as to in- 
terest and principal by’ the New 
York Central Railroad and carries 
an investment rating of B. These 
bonds have had a price range on 
the New York Stock Exchange this 
year of: high 61; low 43; last 54. 
This issue is outstanding in the 
amount of approximately $47,500,- 
000 and are senior to other New 
York Central funded debt only with 
respect to the specific properties 
on which they are secured by mort- 
gage. These comprise, for the most 
part, 423 miles of road extending 
from Weehauken to Buffalo, to- 
gether with valuable terminal 
facilities in each city. This route 
provides the New York Central with 
alternate trackage to Buffalo. In 
1942 the West Shore Railroad earn- 
ed its fixed charges 2.01 times as 
compared with a coverage multiple 
of 1.54 times for 1941 and 1.23 times 
for 1940. This issue is non-callable. 


Raybestos-Manhattan 


Please advise about Raybestos- 
Manhattan common. What are the 
present and future outlook of this 
stock? Do you consider this stock 
a buy?—A. W. K., Bellefontaine, 
Ohio. 


Raybestos Manhattan Company 
manufacturers not only an extensive 
line of products, including brake 
linings, clutch facings and related 
items, for the automotive industry, 
but also a long list of standard and 
specialized rubber sundries, ab- 
rasive tools, and asbestos textiles 
taken by a wide range of industries. 
In normal times, a large part of their 
business consisted of original equip- 
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ment sales to manufacturers, includ. 
ing General Motors, Ford andj 
Chrysler. At the present time, all 
divisions are said to be working 
on war orders with regular business 
practically suspended. Despite keen 
competition in the brake lining 
and clutch facing field, Raybestos 
Manhattan has been able to main. 
tain its trade position. 


The company has a strong finan. 
cial position and the ratio of cur. 
rent assets to current liabilities, ag 
of December 21st, 1942, was 2.9 
to 1. Net current assets amounted 
to approximately $11,700,000. The 
company has had no bank loans 
nor funded debt since it was in, 
corporated, its capitalization con, 
sisting solely of 628,100 shares of 
capital stock of no par value. 

In 1938, the company earned 
only 51 cents per share due to the 
poor conditions prevalent in that 
year. However, since then, earn- 
ings have been very stable and -e- 
markably good. In 1939, the com; 
pany earned $2.54, in 1940 $2.70, 
in 1941 $3.27 and in 1942, $2.58, 
The company has paid dividends 
continuously, at various rates, for 
the past 14 years. In 1942, it pzi 
$2.00 and a similar amount wa 
paid in 1941. This year, the com 
pany has paid $2.1214. The 194 
price range has been: high 2954 
low 21; last around 26. Based on th 
current dividend rate, the indicate 
income yield is 8.1 per cent. In th 
first 9 months of 1943, earning 
amounted to $2.04 per share as com 
pared with $2.02 for the same perio 
of 1942. Earnings for. 1943 ar 
estimated to be about $2.50 pe 
share, including a post-war refun 
but, after contingency reserve, bot 
of around $1.00 a share. Renegotia 
tion of contract is not expected to b 
severe as satisfactory profit margi 
should be obtainable from defens 
works. We rate this stock abov 
average and the price to earnin 
ratio of 10.6 is favorable. 


With its trade standing well esta 
lished, the company’s business wit 
automobile makers will closely fol}: di 

7 indi 
low auto assemblies after the wal). 
: ; billic 
which for a period of years shoul 
continue at record levels. Non-autoj. 
motive sales account for about hal] .- , 
of total volume providing a welcomq,) , 
offset against the normally cyclic 
nature of strictly automotive busi 
ness. Another stabilizing factor lie 
in replacement business which for |_ TI 
time after the war should be unusy smal 
ally good due to. inadequate autqPror 


mobile maintenance in war time. “aH 
enc 
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includ. NEY AND BANK CRE 
gee uo po wid CONCLUSIONS 
ime, all 
working MONEY AND CREDIT—Treasury 
business Undersecretary Bell says that heavy 
sna taxes and present war controls must be 
apo continued during the postwar transi- 
> main- TOTAL LOANS AND INVESTMENTS tion period. 
g finan. TRADE—Fearing a post-war slump in 
of cur. employment at high wages, people are 
oo 2 spending less and saving more; there- 
was 29 3 wor ts : OPM 3 
Siler 3 0 Vad hag cr by squelching the inflation bugaboo 
0. Th : ime awe for the duration. 
k loans 5 me 
was in 3 ame INVESTMENT IN U.S. GOVERNMENTS INDUSTRY—G * ae 

| —Government predictions 
on con 20 | oe of larger corporate profits next year 
iares off MONEY IN CIRCULATION _ ome? Ce ae 
og a seem open to question in view of pros- 
al ail oor pective tapering off of deficit financ- 
> to the no ~ TOTAL LOANS [~~ ing through the banks. 
in that 10 —= | = " 
age a ee COMMODITIES—Farmers, anticipat- 
‘siege COMMERCIAL LOANS ing gradual post-war decline in com- 
) $2.70, 0 Tce es ee modity prices, reduce mortgage debt 
» $2.58, ee see and eschew realty speculation 
vidends drei ae — ; 
tes, for 


The Business. Analyst 


A considerably less than normal seasonal 
rise in bank debits during the past fortnight, BUSINESS ACTIVITY 
as com) occasioned apparently by a dip in war expen- aan cath mane 
ditures and the slump in retail trade, was main- 140 aa. tee 
ly responsible for a decline of more than a si 
point in this publication's index of per capita 
business activity since our last issue. In the 
week ended Dec. 18, department store sales 
fell to a level 4% below last year, compared 1943 


with gains of 3% for four weeks and 11°%, for A , 


in the year to date. 130 


wr “= 
* * * WV 
After months of agonizing, Congress has ’ ie’ 


managed, before adjourning for the holidays, 
to arrange a sort of tax program in reverse 
under which the Treasury would gain about 
$2.4 billion over last year in corporate and 
individual income tax receipts, while losing $1.5 
billion through liberalization of the renegotia- 
tion statute and an additional billion by freez- 
ing the social security levy. If all goes through 
as the Senate Finance Committee proposes, 
the Government will lose $100,000 next year. 
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The Treasury is not at all satisfied with the 
small amount of additional taxes Congress 
proposes to raise, is opposed to freezing the 
_ social security tax rate, and looks upon the 
Senate's contemplated easing of the renego- 


(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b Dec. 22 I. : ‘ 4 : 
Cumulative from Mid-1940 Dec. 22 1516 1500 668A. eee Set See Te 
tiation statute as a particularly short sighted 
FEDERAL GROSS DEBT—S$b Dec. 22 165.6 165.8 103.8 55.2 political move on the part of business lobbyists. 
Secretary Morgenthau is quoted as remarking 
MONEY SUPPLY—Sb that the latter proposals "hold the seed of e 
Demand Deposits—!0! Cities Dec. 22 34.2 34.8 28.5 24.3 national scandal . . . the smartest thing business 
Currency in Circulation Dec. 22 20.4 20.2 15.3 10.7. | can do is to leave the renegotiation law alone, 
unless business executives want to spend the rest 
of their lives on the Hill before investigating 
BANK DEBITS—13-Week Avge. seeaiiiinia” 
New York City—$b ——.__ Dec. 22 500 4.98 4.14 3.92 
100 Other Cities—$b Dec. 22 7.86 7.84 6.49 5.57 
= * * 
INCOME PAYMENTS—S$b (cd) Oct. 12.78 12.54 11.68 8.11 = wi _— — 

" n a recent address before the Worcester Eco- 
see" H tal tai ~ — eo a nomic Club, Undersecretary of the Treasury Dan- 
Fatm Marketing Income (ag) —— Oct. 2.26 1.94 1.96 1.21 | iel W. Bell took the position that direct war 
Includ'g Govt. Payments (eg) — Oct. 2.29 1.99 1.91 1.28 | time controls—such as price ceilings, rationing, 

priorities and heavy taxes—should be continued 
CIVILIAN EMPLOYMENT (cb) m Nov. 51.3 51.9 52.8 50.2 in the immediate post-war reconversion period 
Agricultural Employment (cb) — Nov. 9.8 10.7 9.8 9.0 until the inflation danger passes, and that taxes 
Employees, Manufacturing (Ib)_ Nov. 16.2 16.2 15.4 13.6 should be lowered only to avoid unemployment. 
Employees, Government (Ib)... Nov. 5.8 5.9 5.9 45 
UNEMPLOYMENT (cb) m Nov. 0.6 0.7 1.7 3.9 ion 
PACTORY EMPLOYMENT (ib4) Nov. 171 170 162 14) 
Derattc Goods Nov. 234 232 210 168 In discussing the Treasury's war-time fiscal 
Non-Durable Goods .......... ean Nov. 121 122 124 120 policy, Mr. Bell explained that it is neither pos- 
FACTORY PAYROLLS (ib4) Oct. 333 328 271 189 sible nor desirable for the Government to do all 
its borrowing outside the banks; since it has been 
FACTORY HOURS & WAGES (ib) necessary to expand bank deposits and currency 
Weekly Hours Oct. 45.4 44.7 43.6 403 in circulation to take care of the current high 
Hourly Wage (cents) ——..... sem Oct. 98.9 99.4 89.3 78.1 level of business activity. He pointed out that 
Weekly Wage ($) —......---— aces Oct. 44.90 44.43 38.89 32.79 | banks have not been asked fo invest their demand 
deposits in Government securities of more than 
PRICES—Wholesale (Ib2) Sesh ORS RO OUT. eR PP TOE I at it cals of eet torm 
Retall (cdlb) Sept 134.7 133.9 126.4 116.1 securities to the banks insures that the banking 
system "will be in strong liquid position to meet 
problems of the post-war period." The Treasury 
COST OF LIVING (ib3) Nov 124.1 124.4 119.8 110.2 has tried to make securities sold to small invest- 
Food | Nov 137.3 138.2 Hsil 113.1 ors as riskless as possible by issuing the E, F, and 
ee a ne _— rod be G obligations, which are payable by the Treasury 
on demand and not subject to fluctuations in the 
market. 
RETAIL TRADE 
Retail Store Sales (ed) $b Sept. 5.35 5.09 4.97 4.72 
Durable O0U6 ccc Sept. 0.77 0.78 0.82 1.14 pi itis 
Non-Durable Goods Sept. 4.58 4.31 4.15 3.58 
Chain Store Sales (ca) —— Nov. 187 181 187 151 : ’ 
Dept. Store Sales (rb) (I) —— <p 158 140 138 116 It is announced that commercial banks carry- 
Dept. Store Stocks (rb2) Oct. 107 110 15 95 | ing savings deposits may subscribe, during the 
presently forthcoming fourth war loan drive, 
MANUFACTURERS’ to 214%, and 2!/2% Treasury bonds and to series 
New Orders (cd2)—Total Oct. 280 281 266 212 | F and G savings bonds up to 10% of a bank's 
oo ee a ar ae po Ho 4 savings deposits, or $200,000, whichever is less. 
on-Durable Goods : 
Shipments (cd3)—Total Oct. 270 261 228 183 
Durable Goods ................. eee Oct. 373 356 289 220 ae Ri 
Non-Durable Goods Oct. 191 186 181 155 
BUSINESS INVENTORIES—S$b State governments have reduced their gross 
End of Month (ed)—Total a Oct. 28.0 27.8 78.8 26.7 debts by nearly $1 billion this year, and invested 
Menufecturers’ Oct. 17.8 17.7 17.5 15.2 an additional $1.5 billion of surplus in war bonds. 
Wholesalers’ Oct. 4.0 3.9 4.0 4.6 Since 1940, state debt has shrunk by !7!/%. 
Retailers’ Oct. 6.2 6.2 7.3 6.9 
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Latest Previous Pre- 
esa Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
= Date Month Month Ago _ Harbor 
TIVITY—1 c Dec. 18 130.2 131.2 119.3 118.2 
MW Psion Pi Dec. 18 157.6 158.9 145.1 139.5 Net profits of 494 corporations listed on the 
New York Stock Exchange were 10% larger in 
INDUSTRIAL PRODUCTION (rb3) Nov. 248 247 220 174 | the first nine months of 1943 than reported for 
ighted Durable Goods, Mfr. —....-.------se= — pd ro a = the like period of 1942. Commerce Department 
nate Non-Durable Goods, Mfr. .........-- ce = estimates that 1943 corporate profits reached a 
eileen CARLOADINGS—t—Total Dec. 18 758 823 743 833 | new all-time high of $22.5 billion before taxes 
oe Manufactures & Miscellaneous ........ Dec. 18 349 380 359 379 | and $8 billion after taxes. Some Government 
im = LoL a re po pe a ps experts think that net after taxes will be around 
ce — — 18 49 53 48 43 5% higher next year; though larger reserves for 
sas: all post-war contingencies may cause some reduction 
gating ELEC. POWER OUTPUT in dividends. Candidly, we are more inclined to 
(K. W. H.)m Dec. 18 4,613 4,567 3,976 3,369 | believe that corporate profits will average lower 
in 1944 than in 1943; since Government deficit 
SOFT COAL, Prod. (st.) m Dec. 18 12.2 13.0 NB 10.8 | financing through the banks, the main source of 
og sag Jan. I ................---- = 18 — P = 9 ‘i = P war-time business profits, is going to taper off. 
ocks, En Caos aR ears eae tera : I E ; : 
* * * 
Eco- fom ; , 
at Pac fia te eo a —" 4.36 4.38 3.89 att In spite of—or perhaps partly in consequence 
aa. Gasoline Stocks BU baselines inns Dec. 18 72.72 71.94 76.14 87.84 of—loudly voiced fears of inflation, it develops 
ys Fuel Oil Stocks Dec. 18 58.27 59.72 74.45 94.13 | that living costs (according to the Labor Bureau's 
a Heating Oil Stocks ...............--..- Dec. 18 44.12 45.51 47.16 54.85 index) rose only 3.9% during the second year 
a ee tank ein: ae sao 604 534 432 after Pearl Harbor, compared with 8.7% in the 
erio , Prod. . ft.) m . 
eta Stocks, End Mo. (bd. ft.) b —.......... Oct. 3.7 3.8 4.9 12.6 | first year—a total of 12.6% for the first two 
years of our active participation in the war. The 
yment, “o INGOT PRODUCTION Nov 136 7.82 7.18 6.9% fact that sellers of Christmas trees this year be- 
Pe ne a me Nov. 81.59 74.23 78.72 75.69 gan by asking fantastic non-ceiled prices and 
ended by having to give them away suggests an 
ee ee Dec. 23 347 26.8 33.4 93.5 incipient buyers’ strike against profiteering; but 
fiscal a, i Eo ae Dec. 23 3,034 2,999 9,196 5,692 | we sense something deeper behind the failure of 
Rinne aes prices to reflect fully the orthodox impact of 
EOUS i 
Pape Peet leon ia a Dec. 18 1“. 147 136 165 = — _ short supplies pai nro 
iat ie. Aan, Monepenk Peed. (st)+ Nov. 350 347 347 4ll goods. People are beginning to see the wisdom 
sad Do., Stks. (mpt) End Mo. (st)t Nov. 602 615 850 745 | of setting aside a nest egg against the days 
high Wood Pulp Stks., End Mo. (st)t Nov. 74.0 81.4 159.4 98.5 when jobs will be less numerous and lucrative. 
+ that 


d ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, !929-31—100. cbh—Census Bureau. cd—Commerce Dep't. ed2—Commerce 
sores Dept., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cd Ib—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
> than date. en—Engineering News-Record. |—Seasonally adjusted Index, 1923-5—100. lb.—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3— 
t term Labor Bureau, 1935-9—100. Ib4—Labor Bureau, !939—100. m—Millions. mpt—At Mills, Publishers & in Transit. np—Without compensation 
anking for ee sere growth. pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 



































az 100. rb3—Federal Reserve Board adjusted index, 1935-9—1!00. st—Short tons. t—Thousands. #—Treasury & R. F. C. 
easury THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
invest- 
Fond No. of 1943 Indexes (Nov. 14, 1936, Cl—100) High Low Dec.24 Dec. 3/ 
men Issues (1925 Close—100) High Low Dec.24 Dec.3! | 100 HIGH PRICED STOCKS... 68.01 52.87 62.55 62.77 
: a 273 COMBINED AVERAGE... 89.9 55.5 78.2 79.5 | 100 LOW PRICED STOCKS...... 88.00 43.61 73.50 75.33 
t 
3 Agricultural Implements.......... 156.5 1052 149.2 149.4 3 Liquor (1932 Cl—100).... 321.3 197.1 306.2 304.8 
9 Aircraft (1927 Cl—100)...... 179.2 112.7 118.5 119.7 8 Machinery 0 NN 82.6 104.5 105.2 
5 Air Lines (1934 Cl.—100)...... 560.3 363.1 436.5 437.7 2) Mail’ Order 91.8 61.8 87.0 86.8 
5A A =. 484 40.2 66.5 68.8 3 Meat Packing... 62.0 34.9 53.9 55.5 
12 Automobile Accessories......... 142.1 83.0 114.4 119.0 10 Metals, non-Ferrous........_. 155.7 106.8 119.5 119.8 
13 Automobiles 21.0 9.7 17.6 17.6 > es 13.5 9.0 13.6 13.3 
carry- 3 Baking (1926 Cl—100)........ 15.0 8.5 12.5 13.1 | 21 Petroleum 4 86.9 124.8 124.4 
the 3 Business Machines... 197.1 129.4 176.3 174.6 18 Public Utilities. 5B 23.2 47.1 49.1 
0 2 Bus Lines (1926 Cl—100)... 109.8 54.9 102.3 109.8D | 3 Radio (1927 Cl—100).. 26.1 12.1 20.8 215 
drive, | Cn aa. 194.7 153.5 177.4 177.2 7 Railroad Equipment... 57.4 32.1 52.0 52.0 
sailed a 38.0 23.3 32.7 33.1 . .. =a 9.8 13.7 14.1 
nahn Sain 240.4 177.1 219.5 220.1 2 Shipbuilding 00. 106.1 61.2 68.9 71.3 
a ee 8 Copper & Brass........................ 82.5 61.8 62.1 63.1 pi bl re 337.1 197.8 318.6 317.6 
: 2 Dairy Products... 40.5 29.7 38.4 38.6 | 12 Steel & Iron 79.3 57.6 64.5 65.7 
& Department Stores ......... eee 32.2 15.4 27.9 28.2 _. 7 32.2 41.9 41.8 
5 Drugs & Toilet Articles........ 89.6 50.9 80.6 81.0 2 Sulphur... ine iesoasain 196.2 159.8 159.82 162.3 
2 Finance Companies ae 237.3 152.6 216.4 217.4 3 Telephone & Telegraph ae 114.4 67.0 104.0 103.9 
& Food Brands........................ 131.9 85.5 123.7 123.1 5 SLC LLCO Se ene ana 56.7 33.7 46.4 48.0 
gross 2 Food Stores 47.8 37.7 46.4 46.6 16.6 27.0 26.8 
rae 4 Furniture 63.5 35.0 55.7 57.5 52.2 60.0 60.2 
nie 3 Gold Mining... 1000.7. 610.3. 913.8 = 913.6 182.4 218.0 219.7 
a & Investment Trusts............._.... 39.1 22.7 32.9 34.3 100.0 154.2 159.0 
2 Joe 








D—New HIGH since 1939. a—New LOW this year. 
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Trend of Commodities 


The Labor Bureau's index of seven spot prices for seven 
principal farm commodities rose by a small fraction during 
the past fortnight; but at closing prices on the Monday 
immediately following Christmas day, managed to top 
the previous war-time high of 218 by only half a point. 
Since farm prices have doubled during the war, while 
wholesale prices of manufactured goods have risen only 
37%, despite increases of 67%, in raw material costs and 
59°%, in hourly wage rates, it would seem that the Farm 
Bloc has little cause to boast of its patriotism. As indi- 
viduals, however, farmers have been iheadod in han- 
dling their windfall incomes. For the most part they have 


been paying off mortgages, leaving to their city cousins 
the speculation in farm realty which has run prices up 
100% during the war. Many are still shell shocked from 
the real estate collapse after World War |. A recent poll 
discloses that 60% of our farmers think that prices of 
farm commodities will sink back to the 1937 level within 
five years after the war ends. In an effort to head off 
soap rationing, the WFA is making more liberal alloca- 
tions of lard to producers. Pig production this year, and 
hog marketings of recent weeks, have broken all records, 
Rice mills are closing down, squeezed between the non- 
ceiled raw material and a rigid ceiling on their product. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Mo. 3Mo. 6Mo. 1 Yr. Dec. 6 
Dec. 25 Ago Ago Ago Ago Ago 1941 

178.7 178.7 178.1 178.4 176.6 172.6 156.9 
168.0 168.0 167.7 167.7 167.7 163.7 157.5 
186.1 186.0 185.2 185.7 182.5 178.7 156.6 


28 Basic Commodities........ 
11 Import Commodities... 
17 Domestic Commodities 


Date 2 Wk. Mo. 3Mo. 6Mo. | Yr. Dec. 6 
Dec. 25 Ago Ago Ago Ago Ago 1941 
217.7 217.3 214.3 218.0 209.2 185.5 163.9 
205.9 205.6 204.4 205.0 201.1 196.7 169.2 
160.6 160.8 160.4 161.0 160.0 156.4 148.2 


7 Domestic Agricultural... 
12 Foodstuffs 
16 Raw Industrials 





COMMODITY FUTURES INDEX 
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DOW JONES 
COMMODITIES INDEX 




















Average 1924-26 equal 100 


1943. 1942 1941 1940 1939 1938 1937 
1D” Selbeaeiessere ieee = 96.55 88.88 84.60 64.07 64.67 54.95 82.44 
BOW ins ace 88.45 83.61 55.45 48.74 46.50 45.03 52.03 





SPOT COMMODITY INDEX 
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MOODY'S INVESTORS 
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15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 


1943 1942 1941 1940 1939 1938 1937 
WS ses a 249.2 239.9 2199 71.8 1723 152.9 228.1 
BOW) eo ee 240.3 220.0 171.6 149.3 138.4 130.1 144.6 
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Post-war Corporate 
Financing Needs 





(Continued from page 344) 


Government credit no doubt entered 
importantly in some instances. Cur- 
rent assets of course have not kept 
pace with the huge increase in sales 
but neither did they have to. 

Percentagewise, current liabilities 
showed a greater increase than cur- 
rent assets and as a result, current 
ratios declined 20% despite the 48% 
gain in working capital. Superficial- 
ly, this growth in working funds 
means of course a greater margin of 
protection for short-term creditors as 
well as the companies themselves, in 
spite of a lower current ratio, and 
thus rendered quite sound whatever 
increase may have occurred in short- 
term debt, in individual cases. Since 
the gain in working capital was often 
importantly due to higher invento- 
ries (besides receivables and cash re- 
sources), working capital normally 
would be increasingly vulnerable to 
sudden sharp price declines after the 
war. But this potential deterioration 
of working assets is only apparent as 
the bulk, if not all of inventories is 
protected by Government commit- 
ments. Thus actually, quality deteri- 
oration of working assets is quite 
small, with the great majority of war 
contractors, and usually adequately 
provided for by contingency reserves. 
In view of this, it is a fairly safe as- 
sumption that a repetition of the 
painful experiences of the Twenties 
are hardly likely. 

This is further assured by the rela- 
tive infrequency of instances where 
short-term funds were used to finance 
expansion of fixed assets; where it 
occurred, speedy amortization is fast 
negating whatever perils are inherent 
in such practice. Then, too, there 
are relatively few cases where sale of 
new securities was resorted to to ex- 
pand business assets in connection 
with the war effort. Where it did oc- 
cur, it was almost invariably with an 
eye to post-war capital needs as well. 

Thus war-time asset expansion, 
apart from the Government’s role as 
a supplier of credit, could almost be 
described as some sort of profit in- 
flation, viewed against the back- 
ground of the large percentage of 
self-financing of current needs. It is 
a phenomenon that will end with 
the war but its implications go far 
beyond. It means that industry as a 
whole will emerge from the war with 
a smaller long-term debt and only a 
relatively minor increase in short- 
term debt which in turn points to 
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FOR WEAPONS 
FROM PETROLEUM 


ALKYLATE CODIMER 


Pure Oil announces 


— BUTADIENE 


culmination of major 


construction program 


for manufacturing 
"fighting hydrocarbons’’ 


Special plants, to make the 
“fighting hydrocarbons’ so 
vital to our victory, are now 
operating or nearing comple- 
tion at Pure Oil refineries. 


In addition to 100-octane 
gasoline, Butylene for syn- 
thetic rubber and Toluene for 
TNT, Pure Oil is also supply- 
ing: great quantities of high 
octane military gasoline... 
aviation oils, military oils and 
greases... Navy fuel oil... 
special lubricants, fuel oils and 





New Pure Oil plants are making base- 
stock and vital blending agents for 
100-octane flying fuel. 





Pure Oil Hydroformer units will feed 
the Toluene extraction unit which makes 
Toluene for TNT for bombs. 


fon SO ior 


Together with four other oil 
companies, Pure Oil is help- 
ing design, build and put into 
operation the world’s largest 
Butadiene plant for syn- 
thetic rubber. 


BE SURE 





naphthas for war industries. 


All of Pure’s new construc- 
tion has been planned not only 
with a view to maximurh pro- 
duction of war materials, but 
with an eye to postwar use as 
well. 

And, back of this refinery 
expansion stands the great 
basic contribution of Pure Oil 
people in the oil fields, and 
Pure Oil geologists, pressing 
the search for new oil with 
every modern means, to win 


the war and power the peace. 


“Thermofor Catalytic Cracking” units 
for making aviation base stock, as well 
as Butylene for synthetic rubber. 


WITH PURE 
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Ernie Pyle, 


FAMED WAR CORRESPONDENT, 


finds pure water vital 
to our fighting men 


ERNIE PYLE, FAMED SCRIPPS-HOWARD 
WAR CORRESPONDENT 


“you could almost say an army marches on its water,” wrote Ernie Pyle 
in a recent dispatch from the Mediterranean front. “When a water point is 
found, the engineers wheel in their portable purifying unit. This! consists of 
a motorized pump, a sand filter, chlorinating machine and a collapsible 3000- 
gallon canvas tank. The chlorine we inject comes in powder form in 1 gallon 
cans—we usually use 1 part of chlorine to a million parts of water. The 
engineers of the 45th Division brought with them enough chlorine to last 6 
months. In addition to chlorine, alum and soda ash are injected into the water.” 





That “chlorine in powder form” which 
Ernie Pyle speaks of is, of course, high 
test calcium hypochlorite, and, as likely 
as not, it’s Mathieson HTH. That soda 
ash, too, is probably fused soda ash in 
tablet form made by isbdenen especially 
for use by our armed forces overseas. 

Not as spectacular but just as impor- 
tant a war job is done on the production 
front by other Mathieson Chemicals — 


Mathieson CHEMICALS 


THE MATHIESON ALKALI WORKS (INC.), 60 EAST 42nd STREET, NEW YORK, N. Y. 





caustic soda, soda ash, liquid chiorine, 
ammonia, sodium chlorite,sodium methyl- 
ate, magnesium metal, liquid and solid 
carbon dioxide. These en wa are vital 
raw materials in inane every phase of 
American war production, including ships, 
lanes, tanks, guns, gasoline, clothing, 
food, medical supplies and many other 
materials which wil 0 to make up final 
victory for the United Nations, 


® 





2. HTH PRODUCTS. .. AMMONIA, ANHYDROUS and AQUA... FUSED ALKALI PRODUCTS... SYNTHETIC 


SALT CAKE...DRY ICE... CARBONIC GAS... SODIUM CHLORITE PRODUCTS... SODIUM METHYLATE 








post-war capital requirements prob- 
ably considerably below what is per- 
haps commonly envisaged. Similarly, 
any prospective post-war shrinkage 
of assets, either due to inventory 
liquidation or contraction because 
of price declines should be less pain- 
ful and certainly not nearly as dan- 
gerous as in the Twenties. The need 
for forced liquidation of inventories 
should be relatively limited, consid- 
ering the generally sizeable gain in 
quick assets. Rather, companies re- 
quiring funds should be able to re- 
sort to the capital market. 

To summarize, the above conclu- 
sions are based on the following ob- 
servations: (1) Absence of any large 
expansion of fixed assets. (2) Sub- 
stantial increase in cash resources 
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and quick assets generally, aided by 
mounting assurance as to liquidity 
of inventories and minimized threat 
of price declines owing to existing 
ceilings. (3) Large contingency re- 
serves. (4) Declining long-term debt 
and relatively moderate net increase 
in short-term obligations. (5) Proba- 
bility of only selective needs for post- 
war plant expansion but capital re- 
Guirements for re-stocking invento- 
ries for peace production may be 
sizeble. 

These general observations apply 
perhaps typically to larger enter- 
prises although, needless to say, nu- 
merous variations may occur. Among 
smaller concerns, or those financially 
less comfortably situated when the 
war broke out, conditions may differ 


THE MAGAZINE OF WALL. STREET 








as to important details but the same 
principal outlines can be discerned. 

There are, for instance, a great 
many war contractors whose cash 
needs were heavy either to expand 
facilities, augment working funds, or 
both. To illustrate how such needs 
have affected the financial structure 
of such a company, we have prepared 
an analysis of source and application 
of funds based on comparative bal- 
ance sheets of the Spicer Manufac- 
turing Corporation. Heavy expen- 
ditures for plant extensions in 1942 
proved a severe drain on working 
capital, requiring bank loans. The 
analysis shows how Spicer met the 
situation and how it subsequently 
affected the company’s financial 
structure. 

Total asset expansion by 1943 
amounted to $37.47 million; of this 
only $1.80 million from originally 
$3.75 million was derived from bank 
borrowing, the bulk having been re- 
paid in the intervening period. By 
far the larger amount was due to re- 
tention of earnings as reflected by 
the very sizeable increases in reserves 
and surplus. 

The total increment of funds was 
put to the following use: $5.46 mil- 
lion to bolster cash holdings, $10.02 
million for investment in tax notes, 
$5.21 million was needed to finance 
receivables, $8.55 million to main- 
tain adequate inventories and $8.23 
million to expand facilities. “Thus 
the bulk of assets expansion occurred 
in quick assets while only $16.78 mil- 
lion, or less than half, went into 
plant and inventory. The amazing 
degree of self-financing from earn- 
ings is forcefully brought to atten- 
tion. Even though in this instance 
plant expansion originally was part- 
ly financed with the aid of short-term 
credits, amortization of plant to- 
gether with quick repayment of bank 
loans rendered this practice virtual: 
ly innocuous. The shifts in the va- 

rious balance sheet items which oc- 
curred between 1942 and 1943 furth- 
er highlight the attendant improve- 
ment, mainly due to retained earn- 
ings. Comparing 1943 with 1939, 
quick assets rose to $23.21 million 
from $2.52 million; current assets 
from $4.65 million to $33.89 million 
and total assets from $11.51 million 
to $48.98 million; the almost twenty, 
fold gain in quick assets is remark; 
able. Fixed assets on the other hand 
rose from $6.86 million to $15.09 mil 
lion while working capital rose fron 
$3.34 million to $4 million, an in 
ordinately small gain considering th¢ 
great expansion of total assets. Thu 
here is a company which after th¢ 
war may well find itself in need o 
new capital to take care of require 
ments arising from greater plant an¢ 
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resultant higher cost structure de- 
spite the obvious improvement in 
quality of current assets. The latter 
should facilitate the raising of capi- 
tal provided that reconversion does 
not result in subsequent deteriora- 
tion of asset quality or net asset 
amount. 

From this example it will be seen 
that the nature of asset quality as 
well as shifts between the relation- 
ship in current assets and short-term 
or medium term debt may have an 
important bearing on post-war finan- 
cing needs. ‘These tests, in a subse- 
quent article, will be applied to in- 
dividual industry groups with a view 
to ascertain possible post-war dan- 
ger of asset or forced inventory liqui- 
dation arising from prospective strin- 
gency in working funds. 





Investment Audit of General 
Motors and Chrysler 





(Continued from page 353) 


listed stock has been increased to 
44,888,746 shares. Chrysler common 
stock outstanding near the end of 
1943 amounted to 4,484,375 listed 
shares of $5 par value. The total 
market value of all General Motors 
common and preferred stock is about 
$2,700,000,000, and of Chrysler about 
$35,000,000. 

All of the various factors govern- 
ing market values seem to favor bet- 
ter than average performance for 
Chrysler for the next big bull mar- 
ket. For the immediate future, post- 
war reconstruction factors might be 
expected to have a temporarily ad- 
verse influence on both stocks, but 
not one of major importance. 

It would be of great interest to be 
able to place Ford Motor Company 
stock in the same comparative rela- 
tionship as General Motors and 
Chrysler, but this cannot be done 
because of the lack of statistics on 
Ford. The stock is all owned within 
the Ford family, as far as is known. 
Annual reports are not published for 
general use, and even the balance 
sheet which is furnished to some 
Government and state agencies does 
not furnish enough details to do 
more than give a vague clue to earn- 
ing power. 

Comparison of Ford sales figures 
with those of General Motors and 
Chrysler shows that the latter two 
have gained in recent years at the 
expense of Ford, as well as that of 
the small independents. Ford sales 
in 1937 were about 65% of those of 
1929, whereas General Motors in 
1937 slightly exceeded its 1929 fig- 
ures and Chrysler was not far from 
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NATURAL GAS 
INDUSTRY 


Like ovr nation’s heavy artillery, these “big guns” of the 
‘Natural Gas industry are helping to win decisive battles for 
our armed forces on all the fighting fronts. Welded and 
coupled together, they perform functions that are indispen- 
sable to the war effort—transmitting and distributing Natural 
Gas whenever and wherever it is needed, through pipe lines 
that span the continent. @ This industry today is performing 
a two-fold service to the nation. While continuing essential 
fuel supplies to our people, it produces and distributes 


gas for myriad wartime uses, including the production of 





sinews of war—ranging from explosives perfected by recent 


chemical advances to healing agents in the name of mercy. 


Columbia System is now supplying more 
Natural Gas and Electricity for indus- 
trial use than ever before in its history. 


COLUMBIA GAS & ELECTRIC 
CORPORATION 





COLUMBIA 
SYSTEM 
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SULPHUR 


Sulphur today is demonstrating 
once again its age old versatility. In 
one or another form, it helps make 
synthetic rubber, new high octane 
fuels, blockbusters and bazooka 
rockets, extra tough batteries for 
submarines, heat resistant rayon for 
tire cords, new chemicals for scores 
of needs, fertilizers, dusts and 
sprays for Victory Gardens and Al- 
lied food production. In this great 
national emergency we are meeting 
the full demands placed upon us at 
no increase above pre-war base 
prices. When Victory comes, Sul- 
phur will be ready to meet just as 
fully and promptly all continuing 
needs, plus those of now-curtailed 


civilian industries. 


Sd e e 


FREEPORT SULPHUR COMPANY 
122 East 42nd Street New York City 





tripling the 1929 total in its 1937 
sales. In 1941, the last year of large 
production for civilian use, General 
Motors sales were 2214% larger than 
in 1929 and Chrysler’s were over 
120% larger than in 1929, but Ford’s 
were down about 45%. The position 
of Ford in the sales picture of the 
postwar era is problematical. The 
head of the firm is still vigorous and 
a man of great ability, but the death 
of his son has taken important 
“know-how” and ability from the 
firm. Henry Ford can be expected to 
make a vigorous bid for the pleasure 
car business when the cars are avail- 
able again, but the trend of recent 
years is not likely to be seriously af- 
fected, and five years after the war 
is over, it is probable that General 
Motors and Chrysler will still be in 
first and second place in total sales. 

The smaller companies in the in- 
dustry, as stated below, can be ex- 
pected to profit in the first months 
of the postwar boom in passenger 
cars. It is conservatively figured that 
a minimum of 10,000,000 cars could 
be sold in two years if they were 
available and no radical reverses oc- 
curred in the spending power of the 
country. Because of the fact that a 
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vast number of the vehicles in use 
are five years or more old at present, 
the numbers going to the scrap heap 
is said to be running at a rate near 
to 200,000 a month at present. Such 
figures were mentioned to the sales 
manager of a motor car company, 
and he thought they were about 
right. 

After the first flush of demand for 
new cars has passed, the old com- 
petitive conditions are expected to 
return on the same or even greater 
scale than before. Then, price cuts, 
innovations, new design and other 
features may be expected to aid the 
mass production companies and 
again cut into the business of the 
smaller units. 

In the war effort, some of the 
smaller companies in this industry 
have been able to show large profits, 
making airplane engines, “jeeps,” 
guns, ammunition and other goods 
outside of their normal output of 
pleasure cars. Therefore, the com- 
parative position of their stocks has 
been changed by this temporary fac- 
tor, and in the accompanying table 
of net earnings per share, the 1942 
and interim 1943 reports have been 
omitted. The war had some influ- 
ence, also, on 1941 income but a 
larger part of business that year may 
have been in making automobiles. 

The figures show good results for 
Studebaker for four of the five years, 
and that company has been doing 
very well in 1942-1943, not only in 
earnings but in being able to pay 
off all of its funded debt. The com- 
pany was once one of the big factors 
in the automobile business, then 
went through reorganization, after 
several years of bad results. The new 
company has been successful. In 
combination with some other units 
in the industry, Studebaker may be 
able to hold a strong place in the 
expected extreme competition of 
some years hence, but might have 
difficulty in, showing good profits on 
its own. 

Excepting the 1941 earnings, and 
good results in the past two years, 
the earlier record of Hudson 
Motor Car Co. does not offer much 
encouragement to expect it to be 
able to continue as a single unit for 
a long period of years. From 1930 
through 1939, there were a number 
of years with deficits and few with 
better than just fair earnings. 

Nash-Kelvinator is nearly as im- 
portant as an electric refrigerator 
company as a maker of the Nash line 
of automobiles. This is another of 
the formerly important units in the 
automobile trade, which has been 
receding from its former position, 
but has had some comeback since 


the end of 1940. It would be a very 
valuable part of a combination of 
companies. By itself, it does not ap- 
pear to have better than average 
prospects for a period of years. 

Packard has a high place in the 
industry, but its earning power is 
limited, as can be seen from the per 
share earnings of the five years given, 
and 1942 and 1943 results have been 
only fair. The company might well 
be the head of a future combination. 
By itself, it should be able to keep 
going, but the earnings per share are 
not likely to be much. The 15,000,- 
ooo shares of capital stock are a 
handicap, and from the point of view 
of the market for the stock, a re- 
capitalization change such as that 
taken a few months ago by Standard 
Brands might be an advantage. 

Willys-Overland has been doing 
very well in 1942 and 1943, but a 
glance at the five-year record, 1937- 
41, shows that it had deficits in three 
and minor profits in two and that 
the average for the five years before 
war work became so important, was 
a deficit of 52 cents a share annually. 
The company has been improving 
its position financially, and _ has 
bought in and holds in its treasury 
a large amount of its own preferred 
stock. The outlook for the longer- 
term after the war, however, would 
not seem too bright, unless it makes 
alliances with others in the industry. 

There are several others which 
manufacture pleasure cars, but none 
of them seem to have much chance 
for important production over a long 
period, with the: possible exception 
of Crosley. That company has had 
phenomenal earnings in the past two 
years, but this has been mostly from 
radio, television and electronics. Its 
midget automobile may bear watch- 
ing, if the company tries to make 
and sell it in a big way after the war, 
but its prewar record as a factor in 
the business was unimportant. 

Hupp Motor was once one of the 
leaders in the pleasure car field, but 
it had faded out of the picture be- 
fore the war started. It is doubted 
that it will resume making automo- 
biles after the war. Reo and Graham- 
Paige also appear to be out of this 
end of the business forever, although 
any one of these three might decide 
to try it again. 

This entire study has been around 
the makers of passenger cars, al- 
though most of them also are in the 
commercial vehicle and truck field, 
but it is of lesser importance in their 
business than the passenger car end. 
The companies distinctly in the truck 
business, such as Mack and White, 
and those identified mostly with en- 
gine making such as Continental and 
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Hercules, are affected by other fac- 
tors and are really in a different class 
than the car makers. Automobile 
accessory companies are also in a 
distinctly separate field, although af- 
fected by the same factors as the car 
companies. 





Which Industries Offer Best 
Prospects for 1944? 





(Continued from page 333) 


term and _ longer-term potentials 
seem average. For longer-term ap- 
preciation potential, the writer pre- 
fers “secondary” companies such as 
Square D, McGraw Electric and Chi- 
cago Flexible Shaft. 

Oils . . . Due to large military de- 
mands, and despite reduced civilian 
consumption of gasoline, production 
of crude oil reached a new record 
high in 1943 and should be main- 
tained at about the same level, or a 
trifle higher, this year. The majority 
of forthcoming 1943 reports will 
show substantial earnings gains over 
1942. It is improbable that this show- 
ing will be importantly bettered this 
year, but stability at a good level is 
indicated. Agitation is increasing 
for a 35-cents a barrel increase in the 
ceiling price of crude oil, as is fa- 
vored by Oil Administrator Ickes to 
spur drilling. Whether this will come 
through is conjectural. If it does, 
earnings of crude producers would 
be increased substantially. The in- 
dustry’s post-war and long-term out- 
look are excellent, as demand will 
expand while, on the other hand, 
the industry appears to be perma- 
nently relieved of former conditions 
of crude over-supply which from 
time to time impinged on profit mar- 
gins. There are many oil stocks of 
investment calibre: Standard of New 
Jersey, Gulf, Texas, Phillips, Hum- 
ble, Continental, Amerada, to name 
but part of the list. Many others 
are of good semi-speculative quality. 
On the major market rise from 
Spring 1942 the oils did much better 
than the Dow industrial average, but 
for many weeks have been moving 
fairly closely in line with our week- 
ly index of 273 stocks. Allowing for 
the price recovery already experi- 
enced, I rate the group’s market 
prospects for 1944 as no better than 
average. A more detailed article on 
the oil industry will appear in our 
next issue. 

Metals . . . Non-ferrous metal stocks 
as a group have for many months 
been acting worse than the market 
average. They are popularly regard- 
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TO THE 

FIGHTING | 
MEN OF 3 
ANACONDA 


w 


As one momentous year in American 
history closes and another begins, we - 
pay tribute to the men of Anaconda 
who are doing such a valiant job on 
the fighting fronts and on the home 
fronts. Over eleven thousand of our 
men are in the armed forces and 
seventy-three have made the supreme 
sacrifice. 

The fighters on the home fronts of 
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Anaconda have turned out, in the past 
year, tonnages of copper and zinc that 
have broken all records. Other metals, 
essential to the winning of the war, 
such as manganese, lead, vanadium 
and cadmium are being produced in 
large quantity. Our fabricating 
plants, too, have set a reccrd in their 
output of copper and copper alloy 
products for use at the fighting fronts. 


ANACONDA COPPER MINING COMPANY 


AN acon D. A ANDES COPPER MINING COMPANY THE AMERICAN BRASS COMPANY 


CHILE COPPER COMPANY 


ANACONDA WIRE & CABLE COMPANY 


GREENE CANANEA COPPER COMPANY INTERNATIONAL SMELTING AND REFINING COMPANY 


Let’s back the attack... buy an extra War Bond. 








ed as “war stocks’, although, due to 
the Government’s very successful 
control of prices, war-time earnings 
have not in most cases been impor- 
tantly expanded over best pre-war 
levels, despite huge volume. There 
is fear of a condition of over-supply 
after the war, as regards both virgin 
metal and scrap; and of much in- 
creased competition for consuming 
markets. It may be that post-war 
prospects will prove somewhat bet- 
ter than the present gloomy market 
consensus allows for, but the writer 
is not inclined to press the point. Al- 
though there are various large, finan- 


cially strong and excellently man- 
aged companies in this field, the un- 
certainties in the outlook are such as 
lead us to believe it would be better 
to seek investment and speculative 
opportunities elsewhere. This is not 
to say the risk factor is large. On the 
contrary, at present depressed prices, 
it probably is rather small. But aside 
from possible rallies, we feel that 
longer-term appreciation prospects 
are below average. The same is true 
of the copper fabricators. 

Steels ... The steels are another lag- 
gard group in market action and 
have been for many months. As this 
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THIS IS THE ROAD TO 
STOCK MARKET SUCCESS 


By the Author of 
“SEVEN PILLARS OF STOCK MARKET SUCCESS” 
An invaluable study for the newcomer and an up- 
to-minute “review course” for the seasoned trader 
This important volume presents through sound 
reasoning, the basic elements essential for 
profitable trading. It lays down workable rules 
derived from years of market study and ex- 
perience. It prepares a foundation upon which 
you can build sound market knowledge. 


Sent on 15 days’ free approval. 
Purchase price refunded upon request. 


— TYPICAL CHAPTER HEADINGS — 
@ GAMBLING vs: INVESTING—SPECULATING 
e “TRADING SHORT” AND “STOP-LOSSES” 
@ “BASE CHARTS” e “VOLUME” e “SUCCESS” RULES 
@ HOW TO TRADE PROFITABLY IN WHEAT 
@ HOW TO MAKE MONEY IN THE MARKET 
e@eeeceeeeoeeeeeeeeeeeeeeese 
SEAMANS-BLAKE, INC. 
837 W. Washington Bivd., Chicago 7, Ill. 
Gentlemen: | am enclosing check or money order for 
$3.00, for “THIS IS THE ROAD TO STOCK MARKET 
SUCCESS. "If, after 15 days, | do not believe your 
book is of sufficient importance to me, | will return 
it for refund. 
Name.ccccccccccccccccscssecsessecs 


Address...... 

















is written a couple of days before 
the close of 1943, our steel group in- 
dex is about 13 per cent higher than 
it was at the close of 1942, while our 
general index of 273 stocks is 43 per 
cent higher on the same basis of com- 
parison. As compared with pre-war 
prices under fair to good general 
market conditions, the most de- 
pressed issues are stocks of some of 
the largest companies — especially 
United States Steel, Bethlehem, 
Youngstown and Republic — while 
stocks of most smaller and specialty 
steels are generally at moderate, 
rather than extremely depressed, 
levels. Operations, of course, will re- 
main at a high level as long as war 
demands are sustained at or near 
present volume. But production for 
the year will not better the top rate 
attained—in terms of tonnage output 
—in the late months of 1943. Indeed, 
modest cut-backs are being made 
here and there and an over-all de- 
cline in production probably will 
begin at some time within this year. 
Should Germany collapse this sum- 
mer, for example, war production 
would be cut sharply and _ fairly 
promptly and second-half steel out- 
put would be substantially reduced. 
Coming reports are expected to show 
1943 earnings of most companies 
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moderately under 1942 levels, and no 
improvement is likely this year. On 
the contrary, there may be some 
shrinkage as compared with 1943 if 
second-half volume is much reduced, 
although this would be substantially 
moderated by the existing tax “cush- 
ions.” 


But market prospects of steel 
shares do not mainly hinge on 1944 
volume or on nearby earning power. 
Rather, the market is striving to 
evaluate them on an ex-war basis. 
The industry will emerge from the 
war with a substantially increased 
capacity, but such of this as has been 
privately financed is subject to lib- 
eral amortization allowances. If post- 
war demand does not engage full 
capacity, it may nevertheless engage 
all of the most modern and efficient 
capacity, especially electric furnace 
capacity for special and high-profit 
steels. Steel men are confident that 
they have very little to fear from the 
competition of aluminum, magne- 
sium, plastics, etc. It is probably 
safe to hold that the market risk 
factor at present prices — especially 
for the heavy steels—is considerably 
below average. In the writer’s opin- 
ion, the longer-term appreciation po- 
tential is somewhat above-average— 
but how this may work out this year 
is conjectural. It may be that any 
important shift in the market con- 
sensus on steel shares will have to 
await the test that will be provided 
by the end of the war in Europe. On 
proven dividend performance only a 
few steels—examples are Inland, 
Acme and National—qualify as semi- 
investme nt in character. It is a 

“prince and pauper” industry, with 
the great majority of the stocks defi- 
nitely on the speculative side. 
Chemicals .. . There is a special ar- 
ticle, relating largely to the chemical 
companies, on page 357. Suffice it to 
observe here that the industry has 
much above-average business pros- 
pects for the longer-term, but the 
best stocks are chronically high in 
relation either to current or nearby 
earnings, offer rather low dividend 
returns, pay off in terms of apprecia- 
tion only over a rather long period 
of years and hence are far from 
ideal mediums for either income or 
capital - building for average, or 
small, investors. The chemical group 
moved about in line with the Dow 
industrial average on the rise from 
Spring 1942 until last January but 
ever since then has lost ground per- 
sistently against this average. ‘The 
discrepancy is somewhat more pro- 
nounced on comparison with our in- 
dex of 273 stocks. For the latest 
week, the group is 14 per cent high- 
er than at the close of 1942, while 
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our composite index is 43 per cent 
higher. The writer regards the 
group’s 1944 market price potential 
as probably somewhat below aver- 
age. 

Merchandising . . . The listed mer- 
chandising stocks offer a_ broad 
choice among department stores, ap- 
parel chains, mail orders, food, vari- 
ety and drug chains—ranging from 
good investment quality to radical 
speculations. Excepting where “hard 
goods” are a main line or an impor- 
tant proportion of total normal busi- 
ness, retail trade reached record high 
levels—amazingly high levels for a 
nation at total-war—in 1943, reflect- 
ing the great expansion in aggregate 
consumer income. But at the year- 
end—with Christmas dollar volume 
no greater than a year ago—it was 
evident that the uptrend probably 
had reached its crest. At best, in our 
view, 1944 will not show another 
gain in dollar volume and may 
bring some decline. The biggest 
imponderable in this year’s outlook 
is whether and when there will be 
a substantial decline in war-produc- 
tion employment and payrolls; and 
how the spending psychology of con- 
sumers will be affected, on balance, 
as millions of people begin to won- 
der more specifically about their 
jobs. 

Many merchandising stocks have 
been market favorites on the whole 
rise since the Spring of 1942. At this 
writing, our department store group 
index is 81 per cent higher than at 
the end of 1942, our composite in- 
dex 43 per cent higher. The mail 
orders, having had a big rise in 1942, 
are slightly behind our composite 
index on 1943 performance. Food 
stores—in which war-time profit mar- 
gins, unlike those in most types of 
merchandising, have not been abnor- 
mally inflated—have lagged some 
what on a relative basis, and so have 
variety chains. In the case of many 
secondary department store or ap- 
parel chain stocks, market favor is 
based both on excellent current earn- 
ings—earnings far above the pre-war 
average—and on the assumption of 
very good post-war prospects. In 
the case of investment favorites, such 
as Sears and J. C. Penney, the basis 
is fairly good current earnings, a 
justified high repute and_ post-war 
potentials. In most cases, the stocks 
which appear cheapest on present 
earning power—for instance, Allied 
Stores or Associated Dry Goods—rate 
a low ratio because pre-war earnings 
were far lower than now, and also 
because in some instances the equi- 
ties are leverage issues. The best 
grade merchandising stocks at pres- 
ent levels certainly are not on the 
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bargain counter. Therefore we have 
to rate the market risk factor as at 
least average, and the market poten- 
tial for 1944 as no better than aver- 
age. As regards some of the most 
prized issues—again Sears and Pen- 
ney are examples—we think the long- 
er-term appreciation potential from 
present levels is considerably less 
than average. The few merchandis- 
ing companies which have been hurt 
by the war, for lack of goods to sell 
or other abnormal factors, should do 
better in peace. Examples are West- 
ern Auto Supply and Spiegel, both 
speculative and the latter decidedly 
so, although it has very interesting 
possibilities. 

Motion Pictures ... The sharp earn- 
ings improvement in the motion pic- 
ture industry in recent years is due 
partly to high consumer spending 
power but also—and this is a con- 
tinuing factor—to better manage- 
ment as reflected both in effective 
control of costs and improved qual- 
ity of pictures. The financial status 
ot all leading companies has been 
much improved, spectacularly so in 
the case of Paramount, Warner and 
zoth Century-Fox. We see no reason 
why favorable conditions for the in- 
dustry should not extend into the 
post-war era. The public’s surplus 
spending money will be less than 
now, but the movies are a quite 
cheap and always popular form of 
amusement and should to some ex- 
tent be helped when the public 
again has more leisure time. ‘These 
stocks made their lows, as a group, 
in 1940 and have performed better 
than the market average for three 
consecutive years. They now are 
about 60 per cent higher than at the 
end of 1942, against 43 per cent for 
our composite index. Naturally, aft- 
er so big and protracted a rise, the 
risk factor is increased, and the long- 
er-term potential reduced. Even so, 
it seems to the writer that on a long- 
er-term basis the market price pros- 
pect for selected issues should be at 
least moderately better than average. 
Fven at present levels, price-earnings 
ratios are quite modest—6 to 7 for 
most—and dividends are half, or even 
less, of earning power in instances 
where payments are being made. Of 
course, the group has always had 
relatively low price-earnings ratios 
—and deserved it on past perform- 
ance. Yet the liquor stocks also were 
beld in low investment esteem for a 
long time, only to have people wake 
up in recent months to the solid 
values therein. Clearly there has 
been much improvement in the un- 
derlying quality of the secondary 
movie stocks—such as Paramount, 
2oth Century and Warner—and in 
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Will your Post-War house have 
Hot and Cold Folding Doors ? 


B iyo what will the post-war home 
offer that’s new? Will the ex- 
teriors be as fantastic in design as the 
sideshow exhibits we saw at the New 
York World’s Fair? Will they have 
portable walls that vanish at will like 
a magician’s rabbit? Indeed not! 


NEW BUILDING MATERIALS 
But I can positively assure you that 
the post-war house will offer con- 
veniences, comforts and protection 
that might have been ’way beyond 
your reach only a few years ago. 
These improvements will be accom- 
plished through the use of new build- 
ing materials that are already here 
and waiting for building to resume. 


For example, fireproof gypsum 
sheathing which costs no more than 
old-style inflammable sheathing. And 
new “floating type’’ plaster walls and 
ceilings that reduce room-to-room 
noise and practically eliminate repair 
expense. High-efficiency rock wool 
insulation that not only insures 
greater year ’round comfort, but cuts 
heating costs materially, thereby 
bringing insulation to homes even in 
the low price bracket. These are some 
of the leading products National 
Gypsum has ready for post-war con- 
struction that can be specified now. 


LOWER COST 
When you see these finer post-war 
homes you’ll want one for your family 
more than anything else in the world. 
And you will be surprised at the low 
cost. In most cases, you can borrow 
70% to 80% with monthly payments 
even less than rent. These are not 
wild promises—they are a certainty. 


A MILLION HOMES A YEAR 
You know as well as I do what the 
home situation is today. There’s an 
appalling shortage of dwellings in 
every price range. With the end of 
the war and thousands of additional 
homes needed for returning soldiers 
(new couples married during the war) 


this shortage will become even more 
acute. Leaders estimate that one mil- 
lion homes per year will be needed for 
each of the first ten years following 
the war. 


HOW TO START 


You can get the jump by starting 
to plan now. Start by seeing your 
local lumber or building material 
dealer, architect or contractor. These 
men know the improvements that 
have been made in recent years. They 
will work with you on plans. They 
will tell you about new ideas in 
building, and help you get ready to 
start the minute the whistles blow. 


U1 ba — 


? 
’ 
M. H. BAKER, PRESIDENT, 
National Gypsum Company 





SEVEN MILLION JOBS! That is 
one estimate of the jobs the 
building industry will provide 
when the war is over. Govern- 
ment and business leaders look 
to building as a major post-war 
activity. 

Building manufacturers will be 
ready. In the case of National 
Gypsum it means switching 
from the manufacture of metal 
landing mats for portable air 
fields to metal lath; from 
plaster for self-sealing gas tanks 
to plaster for walls and ceilings. 
Almost overnight National 
Gypsum’s 20 plants can recon- 
vert to the peacetime job of 
making over 150 GOLD BOND 
building materials for 10,000 
GOLD BOND lumber and 
building material dealers. 
National Gypsum Company, 
Executive Offices, Buffalo, 
New York. 











BUILD BETTER WITH GOLD BOND 


Wallboard « Lath « Plaster « Lime » Metal Products « Woll Paint + Insulation « Sound Control 








time this ought to have reflection in 
somewhat higher price-carnings ra- 
tios. If in and out earners in cyclical 
industries rate a market capitaliza- 
tion of 10 times earnings, as not a 
few do today, we see no valid reason 
why an improving situation like 
Paramount should have a substan- 
tially lower rating. 

Railroads . . . In terms of earnings 
and improvement of financial posi- 
tion, the railroad industry has just 
ended the best year in its long his- 
tory. With expenses higher and in- 
creased vulnerability to excess profits 
tax by quite a few systems, total 


earnings will in any event show some 
decline in 1944. Volume prospects 
appear subject to some “ifs”, espe- 
cially traffic in the second half-year 
should war poduction have been cut 
back drastically incident to the end 
of the war in Europe. Systems serv- 
ing the Pacific Coast will in particu- 
lar have the extra benefit of abnor- 
mal traffic for an additional year, or 
more, incident to much stepped up 
tempo of the war against Japan, 
though some other systems also will 
share. 

In any event, rail earnings for 1944 
will be far above the pre-war aver- 
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age, also far above the best pre-war 
years such as 1936-1937. Of course, 
present earnings are a war-time ab- 
normality and are capitalized accord- 
ingly in the stock market, with most 
rails somewhere between 1 and 3 
times current annual earnings per 
share. It is somewhat ironical that 
in earnings—though not in prices— 
rails should have proved the out- 
standing “war babies” of this period. 
In market prices, there are no “war 
babies” in this war—unless it be fa- 
vored “peace stocks”! Not having 
responded to the rise in earnings, it 
is to be doubted that the rails are 
vulnerable marketwise to the pros- 
pect of some decline in 1944 earn- 
ings. 

In speculative policy toward rails 
(only a tiny minority, topped by 
such as Norfolk & Western and C. 
& O., can qualify as investments) the 
primary question is whether they 
are over-priced or under-priced in re- 
lation to post-war prospects for earn- 
ings and credit status. Since the rails 
are popularly classed as “war stocks” 
—but, like the steels, will indubitably 
be doing business after the war—it 
is probable, we think, that specu- 
lative confidence in these equities 
(and price-earnings ratios) will be 
higher after the war than now, but 
many would-be buyers, for logical 
reasons, are awaiting the test of their 
market response to the collapse of 
Germany. On a price comparison 
basis, the risk factor seems certainly 
no greater than average and may 
prove less so. The appreciation po- 
tential hardly can be dynamic during 
the remainder of the European war 
period but for the longer-term we 
think it will prove above average. 
Certainly the spirit of caution on 
rails has gone to considerable ex- 
treme when we see most stocks sell- 
ing for about half of their best 1937 
prices while earnings in a great many 
instances are five to ten times larger 
than in 1937. If we have the post- 
transition prosperity period that most 
economists are confident is coming, 
the rails must necessarily share in it; 
and with debt charges importantly 
reduced and some post-war reduction 
in Federal taxes, it should be no 
trick at all to better 1936-1937 earn- 
ings, which at that time were be- 
lieved good enough to justify highs 
of 59.89 and 64.46, respectively, in 
the Dow rail average, against a bit 
less than 33 as this is written. 
Tobaccos . . . The tobacco industry 
has had only one gain from the war: 
big volume sales. On the other side, 
the war period has brought it higher 
costs—especially in average inventory 
cost of raw tobacco —and radically 
higher taxes. As a result, total earn- 
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ings and dividends are quite a bit 
below the best pre-war levels. Gen- 
erally speaking, these companies 
ought to be aided by peace, but it 
will take an extended time to get 
costs back to normal or to effect price 
increases sufficient to restore former 
profit margins on sales. Both in war- 
time earnings and market action, 
cigar stocks have fared much better 
than cigarette and snuff makers. Per 
contra, the eventual decline in pres- 
ent surplus consumer income will no 
doubt hurt them relatively more than 
the rest of the industry. The whole 
tobacco group, however, has long 
been among the market laggards, our 
index now being 15 per cent higher 
than at the end of 1942, or scarcely 
more than one-third of the net gain 
scored by our composite market in- 
dex. The risk of decline from here 
appears less than average, but ap- 
preciation prospects for 1944 do not 
appear pomising to us. 

Beverages . .. The leading soft drink 
companies appear to have substantial 
longer-term growth potentials in vol- 
ume and earnings. The writer’s 
choice for appreciation would be 
Canada Dry and Pepsi-Cola. Both 
are, of course, well up from bottom 
but not extreme even on current 
earnings. We would rate near-term 
risk factor as average, market pros- 
pects on an intermediate basis as 
somewhat limited, but long-pull ap- 
preciation potential as well above 
average. It is improbable that brew- 
ers after the war will do important- 
ly better in earnings than now and, 
with few exceptions (of which Brew- 
ing Corporation, with a good divi- 
cend record, is one) the stocks are 
of inferior quality. The leading 
liquor stocks do not look too high 
on a long-term basis, especially since 
diversification in non-alcoholic and 
non-beverage lines holds consider- 
able eventual promise. However, 
they have but recently had a sharp 
market advance and it would seem 
prudent for would-be buyers to avoid 
reaching for them. 

Drugs ... The drug and proprietary 
products fields have done very well 
in the war period, with the vitamin 
fad helping earnings notably. The 
post-war prospect appears generally 
favorable, but by no means dynamic. 
Normally these issues on the aver- 
age are slow-movers, many of them 
being regarded as “stable-income” 
stocks. Speaking from a market 
point of view, the present status 
looks better than normal to the 
writer, with the group up 59 per cent 
from the close of 1942, against 43 
per cent for our composite market 
index. At best, appreciation poten- 
tials for the rest of the war period 
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seem no more than average; and for 
long-pull they are probably less than 
average. 

Foods ... This is an industry of 
many branches and a large number 
of stocks of greatly varying merit. 
Packaged food companies have the 
benefit of much increased sales, but 
with war-time taxes holding earn- 
ings within quite moderate bounds. 
For the field as a whole, it will be a 
long time before post-war sales can 
match present volume, but earnings 
will benefit from eventual tax reduc- 
tion. This group for some time has 
moved closely in line with our com- 
posite market average and should 
continue to do so. The list of good 
stocks includes General Foods, 
Beech-Nut Packing and Standard 
Brands. With the last-named, a new 
management is getting much im- Wwere : 
proved operating results which ap- 
pear to promise moderate longer- fear. 
term appreciation. 

Meat packers are faring better 
than usual, with the biggest relative 
gains, as usual, among the more 
speculative issues. The group has 
done better than the market in 1943, 
but not by a wide degree. Only Swift 
possesses investment merit. The in- 
dustry will not suffer the great post- 
war deflation and inventory losses, 
that it suffered after the last war, but 
it is to be doubted that 1944 will 
show much, if any gain, over 1943 |incom 
earnings, and it is further to befrom 
doubted that post-war average earn-fi 
ings will show a gain over either off 
these years. 

The dairy shares have come to be 
pretty much “stable-income’”’ issues, ferme 
without wide price movement. ‘This pullis 
will hardly be changed in 1944 norfhe 1] 
in post-war. Baking issues—with the fxam| 
exception of National Biscuit and fimor 
Loose-Wiles, which mainly are pack- fific 
aged. bake goods—are speculative, Invest 
mostly with poor normal earnings food | 
and dividend records. This group }ituat. 
showed a slightly larger net gain am ee 
market price in 1943 than the com- fore 
posite index. We would not be sur- 
prised if it does a bit worse than the 
market in 1944. In the milling/Ney 
group, General Mills is a high grade 
investment issue with a generally 
favorable outlook but is at a level ( 
unattractive to investors seeking ap- 
preciation. The corn refiners will 
continue in 1944 to be squeezed be- 
tween ceiling prices on the one hand 
and difficulty of procuring adequate bhosp 
supplies of corn on the other hand.}. op 
(tenn Ee 

2 nun 
Rubber . . . Stocks of the rubberhe fg 
manufacturers have been outstand- 
ing bull market leaders in the rise 
since April, 1942; and have held up 
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very well indeed in the market re- 
adjustment since last July. Their 
prospect is favorable both for the 
remainder of the war and for post- 
war, since there will be a large ac- 
mber |cumulated replacement demand for 
nerit. tires and assurance of large original 
e the [equipment business for several years, 
, but Jincident to activity in the automo- 
earn- fhile industry. Whatever the outcome 
unds. fof the “synthetic rubber vs. natural 
| be a fubber” debate, price prospects on 
s can |the industry’s basic material carry 
nings jmore assurance of profitable stability 
educ- to the tire manufacturers than ever 
ie has }hefore. Marketwise, there is only one 
com- fly in the ointment: the stocks have 
hould fhad a huge advance already. For that 
good freason, we consider their 1944 and 
foods, jong-term potential as about in line 
ndard with the composite market index. 
a new Werlities .. . Utility earnings in 1943 
h im- were materially better than had been 
th ap- fenerally expected at the start of the 
onger- fear. A downturn in industrial load 
seems probable at some time before 
better the end of the new year, as war pro- 
lative Huction cut-backs assume large pro- 
more portions following end of the war in 
p has Europe. However, this part of the 
| 1943, business carries the smallest profit 
j Swilt margins; and the residential and 
he in-fommercial volume should at least 
t post-kpproximate that of the past year. 
losses, Since lower tax payments would ab- 
ar, but forb a substantial part of any shrink- 
4 willbge in pre-tax earnings, the 1944 net 
r 1943}ncome should not vary importantly 
to befrom that of 1943. Post-war prospect 
> earn-{s favorable and, with eventual eas- 
ther offng of corporate tax rates, the indus- 
ity’s earning power should gradual- 
> to befy increase. Marke. outlook, both in- 
issues, fermediate and long term, appears 
. Thispullish but not dynamic. Various of 
44 northe leading operating companies— 
ith the fxamples: Consolidated Gas of Bal- 
it andfimore, Commonwealth Edison, Pa- 
e pack-fific Gas & Electric—are of good 
alative,Jnvestment grade and offer fairly 
arnings food income return. Selected special 
group}ituations among holding company 
gain inpreferreds may well be among the 
e com- fore dynamic movers of 1944. 
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Sound Approach to Post- 
war Trade Stabilization 
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sion in regular trade procedure. 

The stockpiling idea, with all its 
ramifications, must be viewed 
against the background of the im- 
mense complexities we will be con- 
fronted with in our attempt to re- 
vive international commerce; above 
all, it must be regarded as the lesser 
of two evils. Any alternative in all 
likelihood would be far worse and in 
the end be found destructive of our 
hopes of re-establishing sound for- 
eign trade within a reasonable span 
of time. What good would be a repe- 
tition of our experiences of the twen- 
ties? It was a costly experiment and 
it would be most foolhardy to assume 
that it might turn out differently this 
time. The only other alternative, 
complete Government control and 
direction of foreign trade, is running 


counter to our very concept of free- 
dom of enterprise, and even were we 
to accept it as a temporary expedi- 
ent, it would soon be found wanting. 

This does not preclude that for a 
time, immediately after the war, we 
will simply have to proceed on such 
a course; once the difficulties and 
complexities which then arise are 
clearly recognized, chances are that 
private business will even welcome 
it as a temporary measure. We shall 
then have an opportunity to put to 
a practical test the inherently sound 
idea of an exchange of raw materi- 
als against our manufactures. ‘To- 
gether with a judicious lending 
policy and gradual supersession of 
inter-related private and_ public 
financing, we shall eventually find 
the way clear to a return to world 
trade on a basis more in accord with 
our own cherished principles of free 
enterprise. While by no means a 
cure-all, the stockpiling scheme, in 
the foreign trade field, may well 
serve as an important bridge from 
war to peace. 
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Comment on Stocks in the 


News 
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Booming Meat Business 


Swollen volume of business is not 
confined to the war industries. We 
note that report of Hygrade Food 
Products Corporation for the year 
ended Oct. 31 shows sales of $101,- 
013,000 for the fiscal year, against 
$88,391,000 the year before; and com- 

aring with an average of around 

40,000,000 a year in the pre-war pe- 
riod 1935-1939. Net profit after 
taxes was Only a trifle over 1 per 
cent of sales, amounting to $1,163,- 
ooo. On the small capitalization— 
about 274,000 shares—this came to 
$4.24 a share, against $2.25 the year 
before. Listed on the Curb Ex- 
change, this stock pays a $1 dividend 
and currently is priced at 83% or a 
yield basis of nearly 12 per cent. It 
is priced at less than twice current 
annual earnings. We hasten to em- 
phasize that this is not a tip—just an 
interesting example of a consump- 
tion goods stock whose abnormal war 
situation causes earnings to be capi- 


talized with the same low degree of | 


confidence in the future as is seen in 
low price-earnings ratios of rails, ma- 
chine tools, aircrafts, etc. Out of the 
ten years 1930-1939, Hygrade showed 
deficits in six years and never paid a 
dividend. It went on a dividend ba- 
sis late in 1942. How long it will be 
on it after the war remains to be 
seen. 


Libbey-Owens-Ford Glass 


This stock reacted very little in the 
market unsettlement that has been 
experienced since last July and cur- 
rently is at 4234, comparing with 
year’s high of 4334. Earningswise, this 
company ranked among the casual- 
ties of the war since its flat glass busi- 
ness was hard hit by suspension of 
automobile production. In 1942, net 
was only 76 cents a share, whereas 
pre-war earnings usually ranged from 
$3 to slightly more than $4 a share. 
Specialized war business has resulted 
in a considerable improvement in 
1943 results, with net for the year ex- 
pected to prove to have been close 
to $1.75 a share. Financially strong, 
the company is paying dividends at 
the rate of $1.50 a year. Peace-time 
prospects are good. In 1936 the stock 
sold as high as 8014. 
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American Chain & Cable 


Among the companies now active 
in war work, the stock of American 
Chain & Cable shows a high degree 
of resistance in reactionary periods. 
At present it is at 2314, comparing 
with 1943 high of 2434 and low of 
1814. The yield on $2 dividend ex- 
ceeds 8 per cent. For an enterprise 
subject to pretty wide cyclical swings 
in volume, this company’s back rec- 
ord is far above average. On peace 
business it earned from $2 to a bit 
above $3 a share in fair to good pre- 
war years; and stayed out of the red 
in the depression year 1938 with a 
net of 56 cents a share. Excepting 
for the four depression years 1932- 
1935, it has paid substantial divi- 
dends in each year since 1923. Earn- 
ings for 1943 are expected to be 
shown as around $3.75 a share, only 
moderately above the best pre-war 
years. 


Grumman Aircraft 


If asked which aircraft companies 
have the best chance after the war, 
few analysts would put Grumman 
among them. But experts within the 
industry have a keen regard for the 
“know-how” and the efficiency that 
this.company has demonstrated; and 
if the U. S. Navy were forced to 
choose-just one maker of planes with 
whom to do business the choice 
would undoubtedly be Grumman. 
The Navy is not noted for handing 
out free advertising for its suppliers 
—yet Grumman’s performance record 
has been so outstanding that Under- 
Secretary of the Navy Forrestal at the 
year-end was moved to give public 
credit to it. He stated that Grum- 
man is now producing more aircraft 
than any other single plant unit in 
the country; that since Pearl Harbor 
it had turned out 6,249 planes of all 
types, and that for December alone 
the Grumman output of the new 
Navy Hellcat fighters would proba- 
bly total 450 planes. There is every 
reason to expect that we will main- 
tain a very large Navy after the war, 
that it will want to keep its air 
power up to date, and that it will be 
doing a substantial business with 
Grumman for many years to come. 
Furthermore, an outfit with the per- 
formance record here cited can not 
lightly be dismissed as a contender 
for private plane business after the 
war. The stock, of course, is now, as 
for some time, deep in the market’s 
“dog house,” standing at only 1114, 
against year’s low of 1014 and high 
of 1714. The question with all the 
aircraft stocks 1s by how much, if 
any, the year’s lows will be extended 


THE 


on, or before, the surrender of 


Germany. 


Sears, Roebuck 


The writer knows of no _ profes. 
sional analysts who are bullish on 
Sears, Roebuck at present advanced 
prices. But somebody persistently 
buys it, for it has only recently made 
a new bull market high a fraction 
above go; and that “somebody” can 
hardly be the general public, since it 
does not go for stocks priced at go. 
In the pre-war boom year 1937—at 
least the start of it was “boomy’— 
Sears earned $5.60 a share and sold 
at a high of 98%. Its high in 1936 
was 10114. No doubt Sears business 
after the war, with its long list of 
“hard goods” again available, will 
top all former records; but it will be 
some time before there is any reduc. 
tion in corporate taxes; so when and 
whether Sears can top its previous 
peak earnings, which were $6.60 a 
share in 1940, is more than a little 
bit conjectural. In this instance, the 
writer will have to “go along” with 
the consensus of skeptical analysts. 
The stock may, of course, go still 
higher; but for longer-term appreci- 
ation it certainly can not be consid. 
ered cheap. 


Radio-Keith-Orpheum 


It seems impossible to lose money 
in the movie business today and not 
too difficult for all companies tq 
make -money. Radio - Keith - Or 
pheum, whose $6 preferred was is 
sued in the reorganization of th 
company and which stock becam 
cumulative on Feb. 1, 1940, has just 
voted a dividend of $15.50 on thi 
issue, clearing all arrears. Not sur 
prisingly, the preferred is at a new 
recovery high. 
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(Continued from page 336) 
a drag on the Roosevelt Administr 
tion. He has been a target for Co 
gressional tax-laying committees, 
weakness at a point where strength i 
of utmost importance. 

The Morgenthau situation is 
most unusual one. He is personall 
popular, even among those who wi 
have no traffic with him on his pul 
lic function—tax policy. His intell 
gence is unquestioned, his faithful 
ness to “the Boss” appreciated b 
those who are of the opposite polit 
cal faith, as well as by those of h 
own. But the impression is that h 
is miscast as Secretary of the Tre 
ury. For almost any other appoin 
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Short-Term Recommendations for Profit .. . 
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sera —for Early 1944 Markets 
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market phase like this one. We feel it is a particularly opportune time 
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ive office he could get speedy Sena- 
torial confirmation. But Congress 
and the White House will be in con- 
tinuous clash over fiscal matters so 
long as he remains in the Treasury. 
He will ask to be relieved, close 
friends believe, and he will be re- 
lieved. 

Congress entered 1944 on a “tax 
strike.” Taxes never are pleasant, 
but they are inevitable. The law- 
makers erred in policy, know they 
erred, but are very unlikely to correct 
this by venturing any major new 
boost in Federal levies in this elec- 
tion year. 

The solons face in the new year a 
calendar of begun, or half-finished, 
legislation. Important bills not com- 
pleted but ready for action included 
the subsidy program—‘“hot potato” of 
the Commodity Credit Corporation 
bill; the tax bill, soldiers’ discharge 
pay bill, soldiers’ vote bill, railroad 
pay bill, and legislation to create a 
single administrator for war food 
production and distribution. 

In any forecast of political action, 
the war’s course will determine the 
result. But the year 1944 probably 
will bring the war against Germany 
to a climax. That, according to 
Prime Minister Churchill, is a reas- 
onable assumption “unless we make 
some grave mistake in strategy.” Few 
believe the war in the Pacific, lasting 
longer, will have as great impact on 
United States politics and govern: 
ment as the war on Hitler. 
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ings of foreign subsidiaries. 

Next to Burroughs Adding Ma- 
chine, the company has the longest 
dividend record (32 years), having 
been paid since incorporation; in re- 
cent years, due to the strong cash 
position they have been liberal in 
relation to earnings. Capitalization 
consists only of 734,300 shares of 
common, and at least year-end cash 
was more than double current lia- 
bilities. Book value is about $36 a 
share. The stock’s investment quali- 
ty is reflected in the moderate yield 
of 4.9%. 

The company’s growth record, 
while not outstanding, appears sat- 
isfactory, net sales having increased 
from $14,600,000 in 1933 (previous 
years not available) to $33,300,000 in 
1942. Of course, munitions work 
now accounts for a substantial part 
of the total, but production quotas 
for adding and accounting machines 
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have been increased, and the WPB 
is expected to allow some typewriter 
production in 1944; repair and main- 
tenance work has increased due to 
lack of replacements. While 1943 
earnings are subject to renegotiation, 
the 1942 adjustment was moderate 
and any cut in 1943 earnings should 
be small after taxes have absorbed 
their share. 
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thoroughly aroused and ready to sup- 
port drastic measures. The same is 
true of our men in the field, who 
express themselves violently regard- 
ing this deplorable state of affairs on 
the home front, when they have 
every right to expect us to make sac- 
rifices comparable to their own in 
order to win this war. 

In the last year many of the people 
have been living way beyond their 
pre-war standard. In fact, we are all 
living in the greatest luxury com- 
pared with that of any other people 
and our costs are infinitesimal in 
comparison. In fact, at this moment 
there is a glut of essential civilian 
goods at low prices, according to the 
sales advertised by our merchants the 
country over, at the same time that 
the greatest scarcity exists in other 
lands. The issue of higher wages to 
meet increased living costs, there- 
fore, is only a political device that 
is not applicable to war. 

Let us frankly face the issue fairly 
and squarely. Peace this year is very 
important to us, for a prolongation 
of the war may bring an economic 
instability from which it would be 
hard to recover for a long time. No 
one in his right mind wants that to 
occur. That is what Hitler was hop- 
ing for when he said in his speech 
that if Germany holds out long 
enough there will only be survivors 
and vanquished left. 

All plans call for greatly intensi- 
fied effort in the year ahead. It will 
affect us considerably, as scarcely a 
home in the country but will have 
sons and daughters at the front un- 
dergoing great hardship and risk. 
Let us individually help them to win 
the new world they are fighting for. 
They will have earned it. We at 
home can, by our devotion and our 
love, protect them and serve them, 
so that on their return they will have 
something to come back to. For, to 
realize peace in 1944, we must go 
all the way in sacrifice and effort as 
did our ancestors. 

It is in this spirit our country was 


founded. Let us pledge anew to con- 
secrate ourselves to the service of 
our country, as we did in 1776:— 
“With a firm reliance on the pro- 
tection of Divine Providence, we 
mutually pledge to each other our 
lives, our fortunes and our sacred 
honor.” 
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13.1. At some time in six out of the 
past eight years, the Dow average has 
been priced at least as low, in ratio 
to earnings, as the latter figure; and 
lower in five out of eight years. 

Since industrial volume could de- 
cline considerably in the later por- 
tion of the year in the event of Ger- 
man defeat this spring or summer, 
it would not be surprising if average 
1944 earnings on the Dow proved to 
be, say, 10 to 15 per cent under 1943. 
Taking the lower possibility, at 122 
the Dow would be priced at nearly 
14.6 times these hypothetical earn- 
ings. These are not predictions. We 
are just “thinking out loud” on the 
always moot point of how cheap 
stocks may be on earnings. 

The war obviously has reached a 
stage in which explosive and decisive 
events are a near-term possibility, if 
not probability. The Germans are 
currently suffering their worst defeat 
in Russia since Stalingrad. Once 
again they may pull out of a poten- 
tially disastrous ‘trap—but, if they 
don’t the strategic consequence in re- 
lation to their ability to continue the 
war will be far more disastrous to 
them than all previous reverses in 
Russia combined. What the sched- 
ule may be for coming American- 
British invasions is anybody’s guess, 
but certainly it may be assumed that, 
regardless of the weather in northern 
France, decisive and imminent events 
on the Eastern Front would speed it 
up. 
This atmosphere of supreme sus- 
pense—and most crucial near-term} 
possibilities—does not seem to us tod 
propitious for important market ad 
vance. Preoccupation with anothe 
great war bond drive just ahead i 
also to be reckoned with. Finally, 
the equipment and supplies for thi 
Allied invasions have been made ané 
are on hand at the overseas base 
with a safety margin to spare. Should 
the invasions go well, though 
would have to turn to an early ant 
major cut-back in industrial produ 
tion. Should they not go well, w 
can’t see that that would be bullish 
ly interpreted. Monday, Jan. 3. 
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